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The  regulations  of  this  division  are  contained  elsewhere,  in  the 
Code  of  Massachusetts  Regulations  available  at  the  State  Bookstore  at 
the  State  House. 

This    contains   the  directives,    guidelines   and  policies   of   the 
division.      We  have   attempted  to    assemble    all  such  matters   still   out- 
standing. 

All   future   correspondence  addressed   to  the  industry   generally, 
as   opposed   to  particular  institutions,  will  be  released  with   a  filing 
number  so   that  you  may,   if  you  wish,  maintain   a  complete  set. 
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November  14,  1980 


To  the  Chief  Executive  Officer  of  the  Institution  Addressed: 

On  January  4,  1980  Commissioner  Mulligan  released  to  all 
state-chartered  financial  institutions  the  .Banking  Department's 
Administrative  Bulletin  Manual.   The  purpose  of  the  manual  was 
to  assemble  all  of  the  Division's  outstanding  directives  and 
policy  statements.   It  did  not  contain  any  new  statements,  but 
merely  those  then  determined  to  be  outstanding. 

The  Commissioner  also  committed  to  update  the  manual  on  an 
annual  basis.   The  enclosed  package  contains  all  of  the  additions 
and  also  identifies  the  deletions  for  the  year  1980.   If  you  would 
make  the  changes  in  your  institution's  manual,  it  will  insure  that 
the  manual  is  kept  current  and  hopefully  remove  any  confusion 
regarding  the  Division's  policies. 

Very  truly  yours, 


Paul  E.  Bulman 

Deputy  Commissioner  of  Banks 
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November  10,  1982 


To  the  Chief  Executive  Officer  of  the  Institution  Addressed: 


On  January  4,  1980  Commissioner  Mulligan  released  to  all 
state-chartered  financial  institutions  the  Banking  Department's 
Administrative  Bulletin  Manual,   The  purpose  of  the  manual  was 
to  assemble  all  of  the  Division's  outstanding  directives  and 
policy  statements.   It  did  not  contain  any  new  statements,  but 
merely  those  then  determined  to  be  outstanding. 

The  Commissior^er  also  committed  to  update  the  manual  as 
needed.   The  enclosed  package  contains  all  of  the  additions  and 
also  identifies  the  deletions  for  the  years  1981  and  1982.   If 
you  would  make  the  changes  in  your  institution's  manual,  it  will 
insure  that  the  manual  is  kept  current  and  hopefully  remove  any 
confusion  regarding  the  Division's  policies. 

Very  truly  yours, 


E.  Bulman 
First  Deputy  Commissioner  of  Banks 


Paul  E.  Bulman 
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Administrative  Bulletin  Additions  and  Deletions 


Additions  -  Reference  No. 

General  Index  B 
Number  Index  B 
5-8A 
9-5 

13-2B 

18-2C 

18-8 

19-4B 

20-2C 

20-6 


For  Years  1981-1982 


Description 


Years  1981-1982  General  Index 

Years  1981-1982  Number  Index r 

Schedule  of  Preliminary  Information  Request 

Interest  Rate  Futures 

Adjustable  Rate  Mortgages 

Mortgage  Disclosure 

Repurchase  Agreements 

Safe  Deposit  Vaults 

1982  Property  Tax  Escrow 

Conversion  to  All  Savers'  Certificates 


Deletions  -  Reference  No 

General  Index  A 
Number  Index  A 

3-1 

3-4 

5-8 
13-2A 
13-3A 
13-4A 
18-2A 
18-2B 
19-4A 
19-7 
20-1 
2  0-2  A 
]  20-2B 

20-3 


Description 

Year  1980  General  Index 

Year  1980  Number  Index 

Consumer  Credit  Cost  Disclosure 

Cozrmunity  Reinvestment  Act 

EDP 

Indexed  Variable  Rates 

Non-Indexed  Review 

Short  Term  Notes 

Disclosure  Directive 
ii 

Safe  Depost  Vaults 
Small  Loan  Rate  Orders 
Truth- in-Lending 

1980  Property  Tax  Escrow 

1981  Property  Tax  Escrow 
Truth- in-Lending 


11/82 


Publication  #13. 012-800- 37-11-82-C.R. 

Approved  by:   John  J.  Manton,  State  Purchasing  Agent 
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Reference  No.   Number  Index  B 


-  1 

2  ■  :  ..  ' 

3  Audit  Policy 

4  Audit  Committee 

5A  Premiums,  Gifts,  Giveaways 

6 

7 


4  - 


M.T. 
S 


1 
2 
3 
4 


Directors 


Coop 


5  - 


1  Bonds,  Surety  S 

2  Closing  Books  S 

3  Uncollected  Interest  on  Loans  A 

4  Charge-off  of  Loans  T 

5  Unearned  Income  C.U. 

6  Valuation  of  Securities  S 

7  Equity  Investment  M.T. 
8 

9  Borrowings  S 

10  By-Laws  S 


6  - 


1 

2 

3 

4 

5 

6 

7 

8A 

9 


1 
2 

3 
4 
5 


Examination  Fees 
Examination  Fees 
Examination  Reports 
Examination  -  Loans  " 
Examination  -  Loans 
Loans  to  Examiners 
EDP  Department 
EDP  Instructions 
Equal  Credit  Examination 


T 

M.T. 

A 

C.U. 

Coop. 

T  &   S 

A 

A 

A 


Finance  Committee 
Forward  Placement  or 
Delayed  Contracts 


Coop 


2 
3 
4 
5 
5 


Covered  Call  Options 


Christmas  in  July 
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Keference  No.  Number  Index  B 

8-1 
2 
3 


13  - 


13 
13 


1   Kashpee 
la  Mashpee 

Mortgages: 
2B  .Interest  Rate  Mortgages 
5   Points,  fees;  etc.  . 


1 
2 
3 
4 
5 
6 
7 


Insider  Transaction 

Lobbying 

Leases,  Exclusive 

Interest  Rate  Futures 


A 
A 
A 

Coop.-Sav. 


14  - 


1 
2 
3 


Group  Life  &  A-H 


15-1  Other  Real  Estate 


k 


10  - 


11 


1 
2 
3 


1 
2 
3 


16  - 


17  - 


1  Payroll  Deduction  Plan       C.U. 

2  Point  Income  Recognition 

Savings,  Commercial  Banks  &  C.U. 
2A  Point  Income  Recognition     Coop. 

3  Penalties  -  Early  Withdrawal  Accour 
4 

5 


1 
2 


12 


1 
2 
3 


13   _  x  Annual  Report 

2C  Mortgage  Disclosure 

3  Reserve  Requirements 

4  Consumers  Cost  of  Credit 

5 

6  Trustees,  Officers 

7  Retirement  Program 

8  Repurchase  Agreements 


Coop 


C.U. 
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Reference  No.  Number  Index  B 

19-1   Safekeeping,  Securities 

Passbooks  A 

2  Salaries  of  Officers  Coop. 

3  Salaries  of  Officers  S 

4B  Safe  Deposit  Vaults  S  &  Coop; 

5  Social  Security  Checks  A 
6 
7 
8' 
9 
10 


2l*  - 

-  2C 

Tax  Escrow 

A 

( 

4 

Term  Deposit  Advertising 

5 

Penalties  for  Premature 

Sav.  & 

Withdrawal 

Comm. 

6 

Conversion  to  All  Savers 

Coop 

1  - 


2 
3 


22   -   1A  Verification  of  Savings  Deposit   S 
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Reference  No.   General  Index  B 


Advertising 


1-5A 


Covered  Call  Options 


3-2 


Audit 
Policy 
Savings  Accounts 


1-3 
22-1A 


D 


Directors 


Coop 


4-1 


Audit  Committee 
Savings  Banks 


1-4 


Disclosure  Directive  All 
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Examinations 


B 


Bonds  -  Surety 
Savings  Banks 


2-1 


Books  and  Accounts 

Manner  of  Keeping 

Date  for  closing: 

Savings 

2-2 

Equity  Investment  . 

M.T. 

2-7 

Loan  Accural 

A 

2-3 

Loss  Charge  off 

T 

2-4 

Valuation  of  Securities 

S 

2-6 

Unearned  Income 

c.u. 

2-5 

Asset  charge       M 

.T. 

5-2 

Asset  charge 

T 

5-1 

Charge-Offs 

2-4 

Copies  to  Directors 

A 

5-3 

or  Trustees 

Mortgage  Disclosure 

18-2C 

Insider  Transactions 

A 

9-1 

Loan  Classification 

Coop 

5-5 

Loan  Classification 

C. 

U. 

5-4 

Loans  to  Examiners 

T. 

s. 

5-6 

EDP  Department 


Instructions  to  Banks   A 


5-7 


5-8A 


Borrowings 


2-9 


Equal   Credit   Examination  A 


5-9 


By-Laws 


2-10 
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Reference  No.   GeneraL  Index  B 


Fees 

Examination 
Asset  Charge 
Asset  Charge 


M.T. 
T. 


5-2 
5-1 


Insiders 

Interest  Rate  Futures 


9-1 
9-5 


Finance  Committee 


Coop 


6-1 


Insurance 
Debtors 


14-1 


Financial  Statements 

Equity  Investment       M.T, 
Valuation  of  Securities   S 


2-7 
2-6 


Investments  S 

Covered  call  options 


3-2 


\ 


Forward  Placement  or 

.  Delayed  Delivery  Contracts 


6-2 


Gifts,  Gratuities  to 

Examiners 


7-1 


K 


Giveaways 


1-5A 


Group  Life  &  A  H. 


14-1 


Leases 

Restrictive  Agreements  A 


9-3 


H 
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Lobbying 


9-2 


/o-> 


(1\ 


The  Commonwealth  of  Massachusetts 


r-i \ 

.2£iS9  '•  pcl^t^f  ,  ,  III    IHI'IIMiiHIHlMl'H    Hill  II    lliilMNWHIIIiWlW^I^I  Ihhh  il  IMUKmUli^liilM^iHiUIII   I  I   Hill  III  III  II I II 'IiWHiWIHiII  il llflllnlll   'MHI 

,7  w--:-:r:.#c' 

4^-$^/ -  i 


?C*E 


ADMINISTRATIVE  BULLETIN 

■    OFFICE  OF  THE  COffllSSIONER  OF  BANKS 


Reference  No.  General  Index  B 


■M 


P  &  Q 


Mashpee 
Policy 


13-1,13-la 


Passbooks 
Holding  of 


19-1 


Mortgages 

Adjustable  Rate  Mortgages 

Points,  Tees;  etc. 


13-2B 
13-5 


Payroll 

Deduction  Plans 


C.IT 


16-1 


Point  Income  Recognition 
Savings,  Commercial  &  C.U. 
Cooperative  Banks 


N 


Penalties 

Early  Withdrawal 
Accounting 


16-3 


Premiums 


1-5A 


R 


Other  Real  Estate 


15-1 


Reports  to  Commissioner 

Annual  Report 

18-1 

Cost  of  Credit 

A 

18-4 

Disclosure 

A  • 

18-2C 

Tax  Escrow 

A 

20-2C 

Reserve  Requirements 

T 

18-3 

Trustees,  Officers 

S 

18-6 

Repurchase  Agreements 

cu 

18-8 

Retirement  Program 
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Reference  No^  •   General  Index  B 


.7 


U  -  V 


Safe  Depoist  Vaults 

Savings,  Cooperative  and 
Credit  Union 


19-4B 


Verification  of  Savings   S 
Accounts 


22-1A 


Safekeeping 
Passbooks 


19-1 


V1 


Salaries  of  Officers 
Cooperative 
Savings 


19-2 
19-3 


W 


Social  Security  Checks    A 


19-5 


Tax  Escrow  Reports 


20-2C 


X-Y-Z 


Term  Deposits 
Advertising 

Penalties  for  Premature 
Withdrawals 


20-4 


20-5 


* 


Conversion  to  All  Savers 
Certificates 


20-6 
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OFFICE  OF  THE  OBUSSIOER  OF  BK9CS 

Reference  No.  1-3    Audit  Policy  Savings,  Coops.,  Credit  Unions 


Determination  of  the  audit  requirements  of  your  institution  is  the 
responsibility  of  your  audit  or  finance  committee.   This  department  will 
no  longer  require  committees  and  auditors  to  comply  with  previously  issued 
audit  guidelines,  but  rather,  to  gear  the  scope  of  future  audits  to 
their  own  institution's  needs.   The  committee  should  require  that  the 
day  to  day  internal  operational  controls  are  adequately  scrutinized  as 
part  of  the  audit  proposal.   The  critical  areas  of  the  proposed  audit 
scope,  the  firm  or  company  selected,  and  the  cost  of  the  proposal  should 
be  reported  to  the  Commissioner  of  Banks  as  soon  as  it  is  accepted  by  the 
committee.   This  information  will  be  reviewed  for  acceptance  of  the  scope, 
compliance  with  the  General  Laws,  and  used  by  the  department  in  planning 
of  its  future  examinations. 

t 

/      *  Your  notification  to  this  department  will  not  be  answered  unless 

t   jj  the  proposal  is  unacceptable  (for  example,  inadequate  scope).   If  the  co;:i- 


I 


nittee  feels  that  it  needs  assistance  in  determining  the  scope,  it  should 
consult  the  appropriate  trade  association,  accountants,  or  industry  audit 
guides  such  as  "Audits  of  Savings  and  Loan  Associations",  and/or  "Audit 
of  Banks"  published  by  the  A.I.C.P.A. ,  and  available  to  all  C.P.A.  members. 

When  the  audit  of  your  institution  has  been  completed  and  the  report 
and  management  letter  submitted  to  the  board,  a  copy  of  the  completed 
report  and  management  letter  should  be  sent  to  Mr.  Edward  F.  Sweeney, 
Deputy  Commissioner  of  Bank  Supervision,  (for  savings  banks  and  co-operative 
banks),  or  to  Mr.  Edward  G.  Welch,  Deputy  Commissioner  of  Bank  Supervision, 
(for  credit  unions) ,  c/o  The  Office  of  the  Commissioner  of  Banks.   The 
report  will  be  reviewed  by  the  division  and  will  influence  the  proposed 
scope  of  your  next  Banking  Department  examination. 

The  committee  members  should  be  cognizant  of  the  fact  that  they  are 
responsible  for  the  integrity  of  the  financial  records  of  their  institution, 
and  proper  accounting  and  auditing  procedures  should  be  supportive  of  that 
responsibility.   In  the  event  that  a  State  Banking  Department  examination 
discloses  irregularities  in  the  records  of  the  institution,  then  the  Com- 
missioner, of  Banks  will  name  an  accountant,  at  the  institution's  expense, 
and  in  compliance  with  the  provisions  of  the  General  Lavs  Chapter  167, 
Section  2. 


Date:   7/1/79 

Restatement  of  letter  1/11/73 
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Reference  No.      i_/.  Audit    Committee  -   Savings   Banks 


I    consider   the   following   to  be   a  minimum  standard   of   performance 
acceptable    for  members   of   the  Audit    Committee. 

Compliance  with  statutory   requirements. 

A.  An  annual  audit    (see    Chapter  168,   Section  63) . 

1.  A  meeting  previous   to  the  audit: 

(a)  To   review  the  last   audit  and  examination   reports. 

(b)  Determine   areas   the  auditor  shall  give  special  atten- 
tion to. 

(c)  Anticipate  any  new  areas   requiring  attention. 

2.  Reasonable  availability   for    consultation  with   the   account- 
ant  during   the   course   of   the  audit. 

3.  At    the    conclusion    of    the  audit,    review   the   audit  with   the 
accountant,    previous    to   submission   to   the    trustees. 

(a)      This   meeting  should  be  held  without    the   officers   of 
the  bank  being  present  except   at    the    call    of    the 
committee  while   answering  specific  questions. 

4.  Upon  receipt   of   the  audit,    a  report   of   the  committee   to 
accompany   the   submission  of    the  audit    to    the   board. 

B.  Examination   for   estimated  income  and  expense    for   dividend 
(see  Chapter  168,    Section  59). 

1.      A  meeting  previous    to  submission  of   report    to  board   of 
trustees : 

(a)      To   determine    the   accuracy   of    the  method    of    computation. 
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I  call  to  your  attention  that  the  Audit  Committee  answers  to  the 
board  of  trustees  and  that  the  accountant  answers  to  and  reports  to  the 
Audit  Committee,  not  the  management. 

Minutes  of  the  meetings  of  the  Audit  Committee  should  be  taken, 
along  with  attendance  records.   These  records  must  be  available  for  the 
examiners.   The  examiner  will  make  appropriate  remarks  in  his  comments 
on  the  examination. 

If  a  present  member  of  the  Audit  Committee  feels  he  cannot  meet  the 
commitment  of  time,  I  suggest  you  accept  his  resignation.   Before  a 
trustee  accepts  an  appointment  to  the  committee,  1  suggest  he  becomes 
acquainted  with  these  standards  of  performance. 


Date:  ^WW"; 

Restatement  of  letter  8/17/76 
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ADMINISTRATIVE  BULLETIN 


OFFICE  CF  THE  COfHISSia-e  OF  BfflJKS 


Reference  No.  1-5 a  Premiums,  Gifts,  Giveaways,  Sale  of  Merchandise 


*   1.   Premiums  are  not  considered  payment  of  interest. 

Premiums  which  are  modest  in  amount,  made  on  a  nonrecurring  basis 
and  offered  uniformly  to  all  patrons  for  the  purpose  of  inducing 
new  and  additional  deposits  shall  be  considered  a  legitimate 
advertising  expense. 

The  Depository  Institutions  Deregulation  Committee  has  set  new 
guidelines.   This  will  amend  our  guidelines  to  reflect  those 
changes.   The  effective  date  will  be  December  31,  1980. 

*MJ  If  merchandise  is  given,  the  total  cost  including  shipping, 

t  packaging  and  handling  expenses  must  not  exceed  $10.00  for  deposits 

•  of  less  than  $5,000.00  or  $20.00  for  depoists  of  $5,000.00  or  more. 

Premiums  can  be  given  to  a  depositor  only  when  a  new  account  is 
opened,  an  existing  account  is  renewed,  or  funds  are  added  to  an 
existing  account. 

No  more  than  two  premiums  per  account  may  be  given  per  account  in 
any  twelve  month  period. 

Finders  fees  are  defined  as  payment  of  interest  to  the  depositor. 

2 .   Sale  of  merchandise  is  permitted. 

Sale  of  merchandise  is  permitted  in  connection  with  promotional 
activity  for  the  inducement  of  new  or  additional  deposits. 

The  scope  of  such  merchandising  must  be  in  reasonable  relationship 
to  the  advertising  program,  i.e.  value  of  items  in  comparison  to  the 
size  of  the  deposit. 

N.B.   Under  no  circumstances  shall  any  depositor's  right 
to  withdrawal  of  his  account  be  restricted  in  whole 
or  in  part  as  a  result  of  his  participation  in  the 
A  inducement  program. 


Date:   10/21/80 

Tnis  is  a  restatement  of  Guidelines  7/79 
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Reference  No.   2-1   Surety  Bonds 


Savings  Banks 


Every  bond  shall  contain  the  following  clause: 

"No  cancellation  of  this  bond,  whether  made  at  the 
request  of  the  Insured  or  by  the  Underwriter,  shall 
take  effect  prior  to  the  expiration  of  ten  days  after 
written  notice  of  the  cancellation  of  this  bond  has 
been  filed  with  the  Commissioner  of  Banks  of  the 
Commonwealth  of  Massachusetts,  unless  an  earlier  date 
of  cancellation  is  approved  by  the  Commissioner  of 
Banks. 


ifr^  - 


"Signed,  sealed  and  dated  this 
19 


ii 


day  of 


Date:  M'.\i°' 


This  restates  instructions  of  11/25/55 
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Reference  No.      2-2  Closing  the  Books 


Savings   Banks 


Effective  October  26,   1954   the   following  procedure  will  be 
required. 

Savings  banks   are  permitted   to   close   the  balance   of  the  net 
income   accumulated   from  the   previous   distribution  dates   into   the 
profit    and  loss    account   on  October  31,    provided  that  an   adjustment  of 
the   account  was  made  into   another  capital  account  on  the  first  busi- 
ness  day   following  the   aforementioned   closing. 
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Date:    M»lii 

This  is  a  restatement  of  directive  10/26/54 
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Reference  No.  2-1 A  All  Credit  Unions 

September  18,  1991  Chapter  167,  section  6 

Chapter  171,  section  69 

Statement  of  Policy  on  Loan  Loss 
Reserve  Requirements  for  Credit  Unions 

Authority    This  policy  statement  is  issued  by  the  Commissioner  of  Banks  under 
and  Scope    the  authority  of  General  Laws,  Chapter  167,  section  6.  It  is  the 
Division  of  Banks'  ("The  Division")  official  statement  on  minimum 
regulatory  requirements  for  credit  union  loan  loss  reserves.  Its 
primary  purpose  is  to  require  credit  unions  to  establish  and 
maintain  adequate  loan  loss  reserves. 

Pol  icy      Statutory  loan  loss  reserve  requirements  for  credit  unions  are 
found  in  General  Laws  Chapter  171,  section  69.  This  provision 
requires  a  reserve  equal  to  the  average  losses  sustained  on  loans 
classified  as  losses  in  the  credit  union's  last  three 
i  examinations.  This  statute,  however,  is  not  a  ceiling  on  the 

*  level  of  reserves  maintained  by  credit  unions.  It  is  the 

Division's  position  that  General  Laws  Chapter  171,  section  69 
only  establishes  a  threshold  or  minimum  reserve  requirement  for 
credit  unions.  The  management  of  a  credit  union  is  responsible 
for  establishing  and  maintaining  an  Allowance  for  Loan  Losses 
("ALL")  that  is  adequate  to  absorb  estimated  losses  inherent  in 
the  loan  portfolio.  Historically  based  loan  loss  reserves  are 
often  an  inadequate  basis  for  calculating  such  reserves  during 
volatile  economic  periods.  Accordingly,  credit  unions  must 
observe  the  following  standards  in  establishing  an  adequate 
allowance  for  loan  loss  reserves. 

The  current  authoritative  source  of  accounting  guidance  on  the 
ALL  under  Generally  Accepted  Accounting  Principles  ("GAAP")  is 
the  Financial  Accounting  Standards  Board's  Statement  No.  5, 
Accounting  for  Contingencies  (FASB  5).  FASB  5  states  that  an 
allowance  for  credit  losses  should  be  established  when 
information  prior  to  the  issuance  of  the  financial  statements 
indicates  that  it  is  probable  that  a  loss  can  be  reasonably 
estimated.  Accordingly,  credit  unions  are  required  to  adhere  to 
FASB  5  in  the  establishment  of  such  reserve. 
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Credit  unions  should  consider  the  following  factors  when 
determining  the  adequacy  of  the  allowance  for  loan  losses: 

A.  The  volume  and  mix  of  the  existing  loan  portfolio,  including 
the  volume  and  severity  of  non-performing  loans  and  adversely 
classified  credits,  as  well  as  an  analysis  of  net  charge-off s 
experienced  on  previously  classified  loans; 

B.  The  extent  to  which  loan  renewals  and  extensions  are  used  to 
maintain  loans  on  a  current  basis  and  the  degree  of  risk 
associated  with  such  loans; 

C.  The  trend  in  loan  growth,  including  any  rapid  increase  in 
loan  volume  within  a  relatively  short  time  period; 

D.  General  and  local  economic  conditions  affecting  the 
collectibility  of  the  credit  union's  loans; 

E.  Previous  loan  loss  experience  by  loan  type,  including  net 
charge-off s  as  a  percent  of  average  loans  over  the  past 
several  years; 

F.  The  relationship  and  trend  over  the  past  several  years  of 
recoveries  as  a  percent  of  previous  year's  charge-offs;  and 

G.  Available  outside  information  of  a  comparable  nature 
regarding  the  loan  portfolios  of  other  credit  unions, 
including  peer  group  credit  unions. 

At  a  minimum,  the  allowance  should  be  sufficient  to  cover  at 
least  those  loans  classified  loss  in  the  examination  report,  some 
applicable  percentage  of  other  classified  loans,  and  an  estimate 
of  potential  losses  on  all  other  loans  in  the  portfolio. 

Enforcement  The  adequacy  of  loan  loss  reserves  will  be  carefully  reviewed  by 
examiners  during  the  annual  examination  process  under  General 
Laws  Chapter  167,  section  2.  Examiners  will  determine  whether 
credit  union  management  reviews  the  adequacy  of  the  ALL  on  at 
least  a  semi-annual  basis.  Credit  union  management  must  maintain 
records  of  its  allowance  evaluations.  Credit  unions  found  to 
have  inadequate  loan  loss  reserves  will  be  required  to  make 
adjustments  or  additional  provisions  to  such  reserves  by  making  a 
charge  to  provision  for  loan  loss  reserve. 


•  „ 


<* 


•  -  '-  —  \ 


;M 


t  r.   « 


j  he  v  .o;  1 1 


•»  •  •..•/ 


K'fin-  OF  IIS"  OrriIS-:K>>.;i  c;  \w&\ 


»"-. .  »•- 


Reference  llo. 


2-3   Uncollected  Interest:  on  Loam.  -  All  Hanks  and  Credit  Unions 


As  of  Kovcmber  1,  1976,  no  interest  shall  be  accrued  on  loans 
on  which  a  default  in  the  payment  of  principal  or  interest  lias 
existed  for  a  period  in  excess  of  sixty  (60)  days  or  three  payments 
missed  on  d\\i>   dates.   For  example,  if  a  payment  is  due  ou  January  1, 
accrual  of  interest  must  stop  if  the  February  1  and  March  1  payments 
are  both  missed. 

The  above  rule  need  not  apply  in  the" following  loan  situations; 

(1)  A  loan  in  default  where  the  principal  and  interest  payments  . 
are  guar-:  iteed  by  a  governmental  agency  cr  private  Mortgage 
insurance. 

(2)  A  loan  in  default  where  in  bank  Bianagen&st  *s  opinion  collat- 
eral held  by  the  ban!;  is  clearly  sufficient  to  cover  both 
interest  and  principal.   In  this  case,  the  bank  must  main- 
tain a  written  record  as  to  why  t:   interest  receivable 
accrued  thereon  should  be  conti.ni:*-d  tc  be  reflected  as  an 
asset  of  the  bank.   Such  written  record?  are  to  be  readily 
available  to  examiners. 

(3)  Monthly  payment  consumer  installment  loans  for  which 
interest  is  either  added  on  or  discounted. 

(•'.)   Credit,  or  charge  card  plans  such  as  Bank  Av.ericard,  Master 
Charge,  or  oth^.r  plans. 

(5)   Open  ended  credit  plans  such  as  check  credit  plans. 

When  a  loan  is  placed  on  a  non-accrual  status  ,  any  interest  thereto- 
fore accrued  should  be  reversed  and  charged  aga?r.st  current  income. 
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Reference  No.   2-4    Charge-off  of  Loans  Trust  Companies 


I  hereby  direct  that  all  loans  or  portions  thereof,  as  well 
as  real  estate  in  possession  or  by  foreclosure  which  are  classified 
as  losses  by  examiners  from  this  department,  be  charged  off  or 
otherwise  reserved  for  within  thirty  (30)  days  of  receipt  of  the 
examination  report  in  which  they  are  contained,  and  that  this 
Department  be  notified  in  writing  when  this  has  been  done. 

Recognizing  that  there  may  be  extenuating  circumstances,  or 
that  subsequent  events  may  have  occurred  which  night:  lead  to  a  less 
severe  classification,  or  that  there  may  be  a  legitimate  difference 
of  opinion  between  bank  management  and  the  examiner,  I  will  waive 
this  directive  upon  request;  but  only  after  a  meeting  is  held 
between  bank  management  and  the  Divisional  Director  and  the  Chief 
,.tr      Director  of  Bank  Examinations,  and  after  receiving  their  written  ^  •   ) 

^  •     permission  to  not  so  charge  off  certain  loans  which  are  classified 
as  losses. 

I  emphasize  that  this  is  a  directive,  and  that  your  bank  no 
longer  has  the  option  of  determining  when  it  will  charge  off 
classified  losses. 


Date:  %l.|-,« 

Restatement  of  Directive  8/2/76 
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Reference   No.  2-5                    Unearned   Income                                     Credit    Unions 
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Effective  Hay  1,  1975,  all  loans  that  are  not  written  on  an 
interest  bearing  basis  must  have  income  credited  to  an  unearned 
income  account  instead  of  earned  income.   An  Unearned  Income  or 
Unearned  Discount  account  is  to  be  established  and  all  income  on 
installment  loans  made  after  May  1,  1975,  as  veil  as  all  interest 
rebated  on  loans  made  after  May  1,  1975,  is  to  be  booked  through 
this  account. 

At  the  end  of  each  dividend  period  the  "earned"  portion  of 
the  after  May  1,  1975  loans  outstanding  is  to  be  transferred  to 
income.   The  statutory  transfers  to  the  Guaranty  Fund  will  be 
based  upon  this  amount  and  any  other  income  that  the  credit  union 
has  earned  for  the  period. 

This  office  will,  upon  application,  allow  time  for  individual 
credit  unions  to  implement  procedures. 


Date:  v.»l*'i 

This  is  a  restatement  of  3/20/75 
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Reference  No.      2-6  Valuation   of   Securities  Savings  Banks 
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It  is  requested  that  a  review  of  your  investment  portfolio 
be  made  and  that  the  book  values  of  bonds  previously  reduced  below 
market  values,  exclusive  of  premiums,  be  restored  to  par  values, 
market  values  at  the  time  of  the  charge  offs,  or  current  market 
values,  whichever  are  the  lowest.   With  respect  to  bank  stocks, 
the  book  values  of  which  have  been  similarly  reduced,  it  is  requested 
that  such  book  values  be  restored  to  cost,  market  values  at  the  time 
of  the  write-downs,  or  current  market  values,  whichever  are  the 
lowest.   The  amounts  involved  in  the  increases  in  book  values  should 
be  credited  to  the  Profit  and  Loss  account. 

• 

Data  supporting  whatever  action  is  found  necessary  by  the  bank 
in  regard  to  the  foregoing  should  be  retained  for  the  information  of 
the  examiner  at  the  time  of  the  next  examination  by  this  department.  jg- 


Date:  Mill* 

Restatement  of  letter  3/6/52 
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Reference  No.   2-7    Equity  Investments  All  Banks  and  Credit  Unions 


Effective  January  26,  1976  if  your  equity  investment  is  shown 
on  your  financial  and  income  statements  at  purchase  price  you  are 
required  to  show,  in  a  footnote,  the  market  value.   This  directive 
includes  all  statements  representing  the  bank's  condition.   No 
adjusting  entries  will  be  required. 
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Date:  Mi\"4«- 

This  restates  directive  1/26/76 
and  addenda  3/15/77 
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Reference  No.      2-9  Borrowings   by   Bank  Savings   Banks 
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This  office  has  recently  had  under  study  the  use  of  the  provisions 
of  §  66  of  c.  168  of  the  General  Laws,  said  section  authorizing  savings 
banks  to  "  .  .  .  borrow  money  (a)  for  the  purpose  of  repaying  its 
depositors,  or  (b)  for  such  other  purposes  as  said  board  (Board  of 
Investment)  may  deem  to  be  in  the  best  interest  of  such  corporation." 
While  we  expect  that  occasions  for  borrowing  will  continue  to  be  very 
infrequent,  we,  nevertheless,  feel  that  some  overall  plan  should  be 
considered  in  the  event  that  the  use  of  §  66  should  become,  on 
reasonably  short  notice,  necessary  or  desirable. 

In  furtherance  of  this  objective,  we  suggest  that  you  consider  a 
loan  agreement  with  a  commercial  bank  whereby  there  will  be  available 
an  amount  equal  to  the  greater  of  1  per  cent  of  your  deposits  or  $100,000. 
It  is  our  opinion  that  this  arrangement  should  be  made  by  all  savings 

banks  within  a  reasonable  time.   In  suggesting  1  per  cent  of  deposits  as  - 

a  uniform  amount,  we  have  done  so  with  the  thought  that  It  would  be  | 

sufficiently  modest  so  as  to  cause  no  hesitance  on  the:.. part  of  the  com- 
mercial banks  to  enter  into  such  agreements.   It  should  not  be  construed, 
however,  as  precluding  additional  borrowings  so  long  as  they  are  within 
the  scope  of  §  66.   Savings  banks  could  divide  their  prearranged  bor- 
rowing amount  between  two  or  more  depository  commercial  banks  if  desired. 

Please  advise  this  office  when  you  have  executed  the  proposed 
borrowing  agreement  and  the  following  in  connection  therewith: 

Attested  copy  of  vote  by  the  Board  of  Investment  authorizing 
its  execution; 

Name  of  commercial  bank(s)  and  amount(s) ; 

Date  of  agreement; 

Termination  date  of  agreement,  if  any. 

This  office  should  also  be  advised  of  any  actual  termination 
and  of  new  termination  date  if  term  of  agreement  is  extended. 
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Superseding  our  letter  of  January  4,  1956,  the  following  information 
should  always  be  sent  to  this  office  in  connection  x^ith  actual  borrowing, 
whether  under  a  prearranged  loan  agreement  or  otherwise: 

1.  An  attested  copy  of  vote  by  the  Board  of  Investment  authorizing 
specific  amount  to  be  borrowed; 

2.  A  letter  to  the  Department  containing  the  following  information: 

A.  Date  of  Borrowing; 

B.  Maturity  or  expected  date  of  repayment; 
C   Purpose  of  borrowing: 

(a)  To  repay  depositors; 

(b)  For  other  purposes  (specify) 

D.  Source  of  borrowing; 

E.  Other  borrowings  not  yet  repaid; 

(a)  Date  borrowed; 

(b)  Amount 

3.  Copy  of  above  letter  to  the  Mutual  Savings   Central  Fund,   Inc. 

The  final  sentence  of  said   §   66  states   as   follows:      "A  copy   of 

(the)   vote  of   the  board  of  investment  and  notice  in  writing  of   amounts 

tjL      f:,  so  borrowed  shall  be   forwarded   forthwith    to  the   commissioner  and   to 

k^      *-•  the  Mutual  Savings   Central  Fund,   Inc." 

< 

Membership  in  the  Federal  Home  Loan  Bank  of  Boston  will  be 
considered  as   access    to   a  suitable   line   of   credit. 
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Restatement  of  directives  3/20/61 
and  8/6/74 
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Reference  No.   2-10    By-Laws  Savings  Banks 


As  of  February  4,  1960  prior  approval  of  By-Law  changes  is  no 
longer  required.   The  Clerk  of  the  Corporation  must  attest  and  send  to 
the  Commissioner  a  copy  of  all  By-Law  changes  within  fourteen  days  of 
their  adoption. 
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Date:  M*\^c» 

This  is  a  restatement  of  directive  dated  2/4/60 
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Reference  No-      3-2  Covered   Call   Options 


Savings   Banks 


This   division  has  no   objection  to  the  writing,  of   call  optio.-.s 
against  securities  held  under  Sections  47   through  50  of   Cnapter  168 
of   the  Massachusetts   General  Laws,    subject  to   the  following  guidelines. 

» 

1.  Approved  option  activity  is  specifically  limited  to  vriting  of 
covered  call  options  against  securities  owned  by  the  bank.   Under  no 
circumstances  may  an  option  be  purchased  except  in  a  closing  purchase 
transaction. 

2.  Only  options  listed  on  a  registered  national  securities  exchange 
and  cleared  by  the  Options  Clearing  Corporation  nay  be  written. 

3.  In  the  event  that  securities  underlying  any  covered  option  are 
sold,  the  option  must  be  contemporaneously  repurchased. 

4.  No  bank  shall  undertake  a  program  of  writing  covered  options 
unless  it  has  given  notice  to  the  Office  of  the  Commissioner  of  Banks 
that  the  activity  has  been  specifically  authorized  by  vote  of  its  Board 
of  Trustees. 

5.  A  Board  of  Investment  shall  (a)  approve  every  option  transaction; 
(b)  review  its  bank's  position  with  respect  to  optioned  securities  on  at 
least  a  monthly  basis;  and  (c)   maintain  records  as  to  each  option  trans- 
action, in  order  to  demonstrate  its  exercise  of  prudent  judgment  under  a 
rationale  related  to  conservative  management. 

6.  Optioned  securities  held  by  a  custodian  must  be  held  under  an 
escrow  or  depository  agreement  and  segregated   from  other  securities 
o-..T:cd  by  the  bank  and  the  bank  must  obtain  and  retain  in  its  possession 
a  copy  of  an  escrow  receipt  identifying  with  particularity  the  escrowed 
stock. 

7.  The  price  (premium)  received  for  selling  a  call  option  shall  not 
be  included  in  income  at  the  time  of  receipt  but  shall  be  carried  in  a 
deferred  account  until  one  of  the  following  occurs:   (a)  the  call  option 
expires  through  the-  passage  of  time;  (b)  the  bank  engages  in  a  closing 
purchase  transaction  (repurchase  transaction)  with  respect  to  the  call 
option;  or  (c)  the  bank  sells  the  underlying  stock  pursuant  to  an  exer- 
cise of  the  call  option. 
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8.  Any  income  resulting  from  the  expiration  o£  written  call  optior.;; 
and  net  income  or  expense  resulting  from  a  repurchase  transaction  should 
be  included  in  a  separate  operating  investment  income  account  such  as 
"Income  from  Options'*  and  will  qualify  as  net  earnings  available  for 
dividends.   If  an  option  is  exercised,  the  premium  received  should  be 
treated  as  part  of  the  proceeds  from  the  sale  of  the  underlying  stock. 

9.  For  the  purpose  of  footnote  disclosure  of  the  market  value  of 
equity  securities  (per  January  26,  1976  directive),  the  current  market 
price  of  any  outstanding  call  options  must  be  netted  against  the  premium 
carried  in  the  deferred  account;  if  the  option  is  not  traded  that  day, 
the  offering  price  of  the  option  must  be  used. 

Exception  to  the  first  sentence  of  guideline  (8)  : 

If  the  underlying  stock  is  sold  for  sound  investment  or 
other  reasons  unrelated  to  option  income,  the  gain  or 
loss  on  the  repurchase  transaction  may  be  combined  with 
net  gain  or  loss  on  the  stock  to  produce  a  gain  (loss) 
to  be  credited  (charged)  to  surplus. 


Date:  ^l'\">", 

This  is  a  restatement  of  letters  dated  3/14/77  and  8/2/78 
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Reference  No-       4-1       Directors 


Co-operative   Banks 


Effective  July   16,    1969    the  division  requires   information   on   all 

i 

directors   of   each  bank.      The  forms   to  be   completed  are   attached,    one 
copy   should  be  completed  and  returned  to  this   office  another   copy 
should  be   retained  in   the  bank's   records. 

As   changes   occur  we  must  be  notified. 


( 


Date:     \\*\\* 


Restatement  of  letter  6/30/69 
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Reference  No.      5-2        Examination   Fees   -   Savings,    Co-operatives    and   Credit   Unions 


Effective   for   examination  beginning  on  or  after  January   1,    1979,) 
the   charge,   based  on  assets  will  be   five  and  one-half   cents    (5   l/2c) 
per   thousand. 


y^,. 


Date:  "*l*hl 


Restatement  of  February  5,  1979 
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' .  _®*  .  PFICE  OF  THE  OOffllSSICflER  OF  BANKS 


Reference  No.    5-3   Examination  Reports   -  Copies  -  All  Banks  and  Credit  Unions 


Effective  October  4,  1977  copies  of  examination  reports  may  be 
made  for  individual  director  or  trustee  study. 


To  retain  confidentiality  copies  must  be  numbered  and  allocated. 
After  review,  the  copies  must  be  returned  and  destroyed,   improper  use 
of  the  reports  will  be  considered  a  breach  of  fiduciary  duty. 


^ 


Date:  M»l\*. 
Restatement  of  10/4/77 
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Reference  No-   5-4   Examination  -  Loan  Classification  -  Credit  Unions 


Future  reports  will  classify  your  loans  in  the  following  manner. 

Definitions  of  Loan  Classifications 

Substandard: 

Loans  or  portions  thereof  which  appear  to  involve  a  substantial 
and  unreasonable  degree  of  risk  to  the  credit  union  by  reason  of 
an  unfavorable  record  or  other  unsatisfactory  characteristics 
noted  in  the  examiner's  comments.   There  exists  in  such  loans 
the  possiblility  of  future  loss  to  the  credit  union  unless  they 
receive  the  careful  and  continued  attention  of  the  credit  union's 
management.   While  normally  no  loan  is  so  classified  if  ultimate 
repayment  seems  reasonably  assured  in  view  of  the  sound  net  worth 
of  the  maker  or  endorser,  his  earning  capacity  and  character,  or 
the  protection  of  collateral  or  other  security  of  sound  intrinsic 
value,  any  loan  may,  however,  be  made  subject  to  this  classifica- 
tion where  no  provision  has  been  made  for  eventual  payment,  by 
means  of  a  program  of  adequate  periodical  payments  unless  the 
loan  is  amply  secured  by  marketable  collateral. 

Doubtful: 

Loans  or  portions  thereof  the  ultimate  collection  of  which  is 
doubtful  and  in  which  a  substantial  loss  is  probable  but  not  yet 
definitely  ascertainable  in  amount.   Loans  so  classified  should 
receive  the  vigorous  attention  of  the  management  with  a  view  to 
salvaging  x^hatever  value  may  remain. 


Loss : 


Loans  or  portions  thereof  regarded  by  the  examiner  for  reasons  set 
forth  in  his  comments  as  uncollectible  and  as  estimated  losses. 
Amounts  so  classified  must  be  promptly  charged  off. 


^3 


5-4.1 
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Due  to  the  absence  of  a  written  policy  requiring  credit  unions  to 
.charge-off  those  loans  or  portions  there-of,  as  well  as  real  estate 
in  possession  or  by  foreclosure,  which  are  classified  as  losses  by 
examiners  from  this  Department,  it  has  been  determined  that  many 
credit  unions  are  failing  to  recognize  these  losses  in  a  timely 
manner,  and  that  the  accumulation  there-of  places  a  heavy  strain  on. 
the  "Loan  Reserve"  account  at  one  time. 

Reflecting  these  concerns,  other  regulatory  agencies  throughout 
the  nation  have  been  moving  to  establish  standards  for  recognizing 
loan  losses.   The  Comptroller  of  the  Currency  directs  national 
banks  to  write  off  all  loans  classified  as  losses  by  national  bank 
examiners  before  the  examiners  leave  the  bank. 

The  Federal  Home  Loan  Bank  prefers  that  classified  losses  be  charged-off 
before  the  examiner  leaves  the  bank.   Failing  this  however,  classified 
losses  must  be  charged-off  within  thirty  days  of  receipt  of  the  examina- 
tion report. 

All  other  institutions  which  come  under  the  jurisdiction  of  the  Banking 
Department  must  charge-off  classified  losses  within  thirty  (30)  days 
of  receipt  of  the  examination  report  in  which  they  are  contained. 

In  order  to  avoid  this  situation  in  the  future  in  all  state  chartered 
institutions,  and  acting  under  the  authorities  contained  in  General 
Laws,  Chapter  167,  Section  6,  the  Department  of  Banks  hereby  directs 
that  all  loans,  or  portions  thereof,  as  well  as  real  estate  in  possession 
or  by  foreclosure  which  are  classified  as  losses  by  examiners  from 
this  Department,  be  charged-off  within  thirty  (30)  days  of  receipt  of 
the  examination  report  in  which  they  are  contained,  and  that  this 
Department  be  notified  in  writing  when  this  has  been  done. 

Recognizing  that  there  may  be  extenuating  circumstances,  or  that  sub- 
sequent events  may  have  occurred  which  might  lead  to  a  less  severe 
classification,  or  that  there  may  be  a  legitimate  difference  of  opinion 
between  credit  union  management  and  the  examiner,  I  will  waive  this 
directive  upon  request;  but  only  after  a  meeting  is  held  between 
credit  union  management  and  the  Director  of  Credit  Union  Examinations 
and  Chief  Director  of  Bank  Examinations,  and  after  receiving  their 
written  permission  to  not  so  charge-off  certain  loans  which  are  classi- 
fied as  losses. 


£' 


Date:    MiliS 
Restatement  of  12/13/76 
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Reference  No-      5.5        Examination     -  Loan   Classification   -        Co-operative  Banks 
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Future  reports  will  classify  your  loans  in  the  following  manner. 

Definitions  of  Loan  Classifications 

Substandard: 

Loans,  or  portions  thereof,  which  appear  to  involve  a  substantial 
and  unreasonable  degree  of  risk  to  the  bank  by  reason  of  an  un- 
favorable record  or  other  unsatisfactory  characteristics  noted 
in  the  examiner's  comments.   There  exists  in  such  loans  the 
possiblility  of  future  loss  to  the  bank  unless  they  receive  the 
careful  and  continued  attention  of  the  bank's  management.   While 
normally  no  loan  is  so  classified  if  ultimate  repayment  seems 
reasonably  assured  in  view  of  the  sound  net  worth  of  the  naker 
or  endorser,  his  earning  capacity  and  character,  or  the  protect- 
tion  of  collateral  or  other  security  of  sound  intrinsic  value, 
any  loan  may,  however,  be  made  subject  to  this  classification 
where  no  provision  has  been  made  for  eventual  payment,  by  means 
of  a  program  of  adequate  periodical  payments  unless  the  loan  is 
amply  secured  by  marketable  collateral. 

Doubtful: 

Loans,  or  portions  thereof,  the  ultimate  collection  of  which  is 
doubtful  and  in  which  a  substantial  loss  is  probably  but  not  yet 
definitely  ascertainable  in  amount.   Loans  so  classified  should 
receive  the  vigorous  attention  of  the  management  with  a  view  to 
salvaging  whatever  value  may  remain. 


Loss : 


Loans  or  portions  thereof  regarded  by  the  examiner  for  reasons 
set  forth  in  his  comments  as  uncollectible  and  as  estimated  losses 
Amounts  so  classified  must  be  promptly  charged  off. 
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Due  to  the  absence  of  a  written  policy  requiring  banks  to  charge 
off  or  otherwise  reserve  for  those  loans,  or  portions  thereof,  as  well 
as  real  estate  in  possession  or  by  foreclosure,  which  are  classified  as 
losses  by  examiners  from  this  Department,  it  has  been  determined  that 
many  banks  are  failing  to  recognize  these  losses  in  a  timely  manner, 
and  the  accumulation  thereof  places  a  heavy  strain  on  the  "Reserve  for 
Bad  Debts"  account  at  one  time. 

Reflecting  these  concerns ,  other  regulatory  agencies  throughout 
the  nation  have  been  moving  to  establish  standards  for  recognizing  loan 
losses.   The  Comptroller  of  the  Currency  directs  all  national  bank 
examiners  to  write  off  all  loans  classified  as  loss  by  national  exami- 
ners before  the  examiners  leave  the  bank. 

The  Federal  Home  Loan  Bank  prefers  that  classified  losses  be 
charged  off  before  the  examiner  leaves  the  bank.   Failing  this,  however, 
classified  losses  must  be  charged  off  within  thirty  (30)  days  of  receipt 
of  the  examination  report. 

In  order  to  avoid  this  situation  in  the  future  in  state-chartered 
institutions,  and  acting  under  the  authorities  contained  in  General  Laws, 
Chapter  167,  Section  6,  the  Department  of  Banks  hereby  directs  that  all 
loans,  of  portions  thereof,  as  well  as  real  estate  in  possession  or  by 
foreclosure  which  are  classified  as  losses  by  examiners  from  this  Depart- 
ment, be  charged  off  or  otherwise  reserved  for  within  thirty  (30)  days 
of  receipt  of  the  examination  report  in  which  they  are  contained,  and 
that  this  Department  be  notified  in  writing  when  this  has  been  done. 

Recognizing  that  there  may  be  extenuating  circumstances,  or  that 
subsequent  events  may  have  occurred  which  might  lead  to  a  less  severe 
classification,  or  that  there  may  be  a  legitimate  difference  of  opinion 
between  bank  management  and  the  examiner,  the  Department  will  waive 
this  directive  upon  request;  but  only  after  a  meeting  is  held  between 
bank  management  and  the  Divisional  Director  and  the  Chief  Director  of 
Bank  Examinations,  and  after  receiving  their  written  permission  to  not 
so  charge  off  certain  loans  which  are  classified  as  losses. 


Date:  ll.lv* 
Restatement  of  10/26/76 
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office  of  the  ccmissiaER  of  ims 


Reference  Mo.  5-6    Loans  to  Examiners  TrusL  Coir,  pa  ales  -  Savings  Banks 


It  has  come  to  our  attention  that  U.S.  Code,  Title  18,  Section  212 
prohibits  a  bank  officer,  director  or  employee  from  making  a  loan  to 
and  Section  213  prohibits  an  examiner  accepting  a  loan  from  a  bank  that 
the  examiner  examines  or  has  the  authority  to  examine. 

The  Commissioner  on  January  14,  1977  notified  her  examiners  that 
an  examiner  v7ho  had  a  loan  with  a  state-chartered  bank  or  credit  union 
would  be  disqualified  from  examining  that  bank  or  credit  union. 

The  Federal  Deposit  Insurance  Corporation  has  taken  the  view  that 
a  loan  by  a  bank  insured  by  the  Corporation  to  an  examiner,  either 
federal  or  state  appointed  who  ri^y  by  lav;  examine  the  bank,  constitutes 
a  potential  violation  of  lav;,  which  it  is  required  by  lav?  to  report  to 
the  United  States  Attorney. 

The  Corporation  points  out  that  interpretation  as  to  the  effect 
of  the  Commissioner's  letter  on  disqualification  en  a  federal  criminal 
statute  is  the  province  of  the  United  States  Attorney. 

In  view  of  the  potential  harsh 'penalties  imposed  by  the  federal 
lav;,  I  feel  compelled  to  call  the  matter  to  your  attention  and  to  our 
examiners.   I  suggest  consultation  v;ith  your  ovm  attorney  as  to  the 
advisability  of  replacing  the  loan. 


Date:     * » » \  v" 

Restatement   of    letter   7/20/78 
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^3  OFFICE  OF  THE  COffllSSIONER  OF  RANKS 

Reference  No.  5-7     Electronic  Data  Processing  Division   -  All  Banks  and  Credit  Unions 


• 


The  Department  of  Banking  has  recently  established  an  Electronic 
Data  Processing  Division  which  will  conduct  annual  E.D.P.  examinations 
in  conjunction  with  our  regular  bank  examinations.   In  order  to  ac- 
complish our  goals,  we  ask  that  you  fill  out  the  enclosed  questionnaire 
and  return  it  to  this  office  no  later  than  July  15,  1977. 

If  you  contemplate  a  change  in  servicer  or  decide  to  add  applica- 
tions, a  letter  to  that  effect  shall  be  forwarded  to  this  office  prior 
to  any  change. 

Any  questions  concerning  this  matter  should  be  directed  to 
William  Hartung,  Deputy  Commissioner  of  E.D.P.  Supervision,  at  727-1333. 


Date:  ">U\->\ 
Restatement  of  6/15/77 
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Keference  No.  5-8  A    Schedule  of  Preliminary  Information  Request 


All  banks 
credit  unions 
service  bureaus 


TO  THE  EXECUTIVE  OFFICER  OF  THE  INSTITUTION  ADDRESSED: 

In  order  to  facilitate  the  Electronic  Data  Processing  Examination  of  your 
institution  and  conserve  your  management  resources,  please  have  the  information 
requested  on  the  attached  lists  prepared,  kept  current  and  retained  by  the  E.D.P. 
Auditor  or  the  Data  Processing  Manager. 

This  revision  of  Directive  5-8  will  conform  to  the  standard  E.D.P.  Examination 
procedures  of  the  Commissioner  of  Banks  and  the  Federal  Financial  Institutions 
Examination  Council. 

During  the  course  of  the  examination  the  examiner(s)  will  use  various  written  ( 
materials  to  draw  documented  conclusions  about  the  effectiveness  of  controls  in     ^ 
your  data  center.   Therefore,  we  request  that  the  items  on  the  attached  list  be 
'  made  available  to  the  examiner-in-charge  upon  arrival.   Prompt  attention  to  this  : 
request  will  expedite  the  examination  and  be  appreciated. 

To  prevent  unnecessary  work  and  loss  of  time,  please  make  sure  that  responses 
comply  with  the  requests  and  include  the  details  as  specified. 

Each  item  on  the  lists  is  marked  either  "Review"  or  "Copy". 

REVIEW: 


COPY : 


This  material  will  be  reviewed  on  the  premises  and  returned 

to  you.   It  is  not  necessary  to  make  copies  of  this  information. 

Please  rake  copies  of  this  material  so  that  it  can  be  retained 
in  our  workpapers.   In  future  examinations,  it  will  only  be 
necessary  to  update  this  material,  as  applicable. 


If  you  have  any  questions  regarding  the  information  requested,  please 
contact  the  Director  of  E.D.P.  supervision  at  (617)  727-1333. 

PUBLICATION  #  12728-1, 0O0-ll-3-e2-CR 

APPROVED  BYJOHN  J.  HANTON,  STATE  PURCHASING  AGENT 
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5-8.1-1/82 

SECTION     1:      INTERNAL  AND  EXTERNAL  AUDIT  COVERAGE 

COPY:  I.  Organization  chart  of  internal  audit  function  and  ultimate 
reporting  channel. 

2.  Audit  Departments  written  charter  from  the  Board  of  Directors. 

3.  A.  List  of  zll  committees  that  are  EDP  related  on  which  the 
Audit  Department  is  represented.  Include  the  organization's 
Audit  Committee.   (See  Section  2  Number  3.) 

.    B.  Names  and  titles  of  committee  members. 

C.  Brief  description  of  committee' functions. 

U.     List  of  EDP  audit  programs  indicating: 

A.  Name  of  program. 

B.  Author  or  software  vendor. 

C.  Purpose. 
.  D.  Frequency  of  use. 

E.  Date  last  used. 

F.  Applications  to  which  they  apply. 

5.      Brief  resume  en  all  key  personnel  in  the  audit  department;  include 
details  of  EDP  and  banking  experience. 

REVIEW:  1.  The  most  recent  external  audit  report  of  the  data  center  and 
automated  applications,  including  letter  reports  on  internal 
controls. 

2.  The    most    recent    internal    audit   report    on    EDP   operations   and 
supporting  workpapers. 

3.  The  internal  auditor's  audit  manual  or  work  program,  as  it  pertains 
to  EDP  operations  and  application  reviews. 

k.      Minutes  of  committees  listed  above. 

5.  Audit     documentation     standards    and    documentation     for     audit 
software. 

6.  Job  descriptions  for  EDP  Auditors. 
\                                   7.      Audit  schedule  and  budget. 
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5-8.2-1/82 

SECTION     2:      ORGANIZATION  AND  MANAGEMENT 
COPY:         1.     Organization  chart  for  the  following: 

A.  Overall  corporate  structure  including  Board  of  Directors  and 
Senior  Management. 

B.  Overall  structure  of  the  da  La  center  including  the  following 
specific  departments  or  functions: 

1)  Systems. 

2)  Programming.  . 

3)  Computer  operations. 
^)  Data  entry. 

5)  Input/output  control  and  distribution. 

6)  Reconcilement  and  proof. 

7)  User  assistance. 

■  C.     EDP  Steering  Committee. 

2.  List    of    the    members    of    the    Board    of    Directors,    including 
occupation  and  principal  business  affiliation.    If  the  center  is  not  a    . 
financial  institution,  include  principal  owners  (10  percent  or  more).  'v 

3.  If   an  EDP  Steering  Committee   exists  (or  if   another  committee 
'  performs  the  function): 

A.     List  of  names  and  titles  of  committee  members.   Indicate  EDP 
education  or  experience. 

•  B.     Brief  description  of  the  primary  functions  of  the  committee 
and  any  subcommittee. 

4.  Plans  for  changes  (additions,  deletions-  or    major  modifications)  in 
any  of  the  following: 

A.  Applications  processed. 

3.  Computer  equipment. 

C.  Organization. 

D.  General  internal  control  procedures. 

E.  Programming  language. 

■ 


5-8.3-1/82 

5.  List  of  the  insurer  and  the  amount  of  insurance  coverage  for  the 
following: 

A.  EDP  equipment  and  facilities: 

1)  Owned. 

2)  Leased  -  direct. 

3)  Leased  -  third  party. 

B.  Media  transportation  and  reconstruction. 

C.  Business  interruption. 

D.  Errors  and  omissions. 

E.  Extra  expense,  including  back-up  site  expenses. 

F.  Fidelity  coverage  (on  and  off  premises). 

6.  Date  of  last  review  of  insurance  coverage  by  Board  of  Directors. 

7.  •  Brief  resume  on  all  key  personnel  in  the  EDP  department. 

REVIEW:      I.      The  emergency  procedure  plan  for  EDP  related  areas. 

2.  Minutes  of  the  Board  of  Directors. 

3.  If  an  EDP  Steering  Committee  exists,  the  minutes  of  committee 
.    meetings  for  the  last  twelve  months. 

<*.  Administrative  manuals  containing  written  job  descriptions  and 
general  personnel  policies. 

5.  Floor  plan  of  computer  room  designating  major  equipment 
components,  fire  extinguishers,  library  areas  and  location  of 
heat/smoke  detectors. 

6.  The  organization's  goals,  objectives  and  budget. 
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5-8.4-1/82 
SECTION     3:      SYSTEMS  AND  PROGRAMMING 

■ 

COPY:         1.      Brief  outline  of  steps  required  to  effect  a  program. change. 

2.  List  of  all  automaied  applications  indicating? 

A.  Programmers  assigned  to  the  application. 

B.  Programming  language  used. 

C.  Name  of  vendor,  if  purchased. 

D.  Purchase  price. 

E.  Original  book  value.  •  i 

F.  Current  book  value  and  amortization. 

G.  Run  frequency. 

H.     Number  of  accounts. 

I.      Average  transaction  volume. 

i 

3.  List  of  ALL  programs  with  data  altering  capabilities. 


v 


4.      Detail    controls    over    the    use    of    utilities    with    data    altering 
capabilities. 

REVIEW:      I.      Standards  manuals  for  systems  and  programming  function. 
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5-8.5-1/82* 
SECTION    ft:     DATA  INTEGRITY 

COPY:         I.      Brief  outline  of  data  center  workflow  from  point  of  delivery  to  the 
1    cata    center,  through    processing    and    final    Output    distribution. 
•    Identify    ail    processing   steps    and    controls.       (A    flowchart    is 
acce  stable.) 


5-8.6-1/82  " 

SECTION  5:     CDKPUTER  OPERATIONS 

COPY:       1.     Schedule     of    ED?    equipment    currently    in    use, 
Including: 

A.  Manufacturer's    name,    node!    number    and    aaln 

frame  storage  capacity. 
&•  Type  and  version  of  operating  system 
C.  Peripherals 
•    D.  Other  major  equipment 

E.  Normal   programming  language  in  present  use 

2.  If   equipment   is  leased,    indicate  lessor's   name, 
location,   and  terms  of  lease. 

3.  Operating  schedule  specifying: 

A.  Number  of  hours  ^tr  shift 

B.  Number  of  shifts  per  d3y 

C.  Number  of  days  pzr  week 

D.  Applications  processed  during  each  shift 

4„     If  there  are  arrangements  for  alternate  data  pro- 
cessing facilities  as  back-up  1n  the  event  of  ex- 
tended equipment  failure,   please   supply  the  fol- 
•'  -"        lowing  information: 

A.  Copy  of  agreement  with  back-up  facility 

B.  Name  and  location  of  the  facility 

C.  CPU  manufacturer  and  memory  size 

D.  Type  and  version  of  operating  system 

E.  Peripherals 

F.  Its  compatibility  and  availability  of  process- 
ing time 

G.  Date  lest  tested 

H.   Distanca  from  data  center 

REVIEW:   1.     Computer  operations  standards  and  procedures  man- 
uals. 

2.  Management  reports  on  operational   efficiency 

3.  Emergency/Contengency  plan. 
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5-8.7-1/82 

*  i 

SECTION  6:     TELEPROCESSING 

COPY:       1.     Brief   description   of   the   teleprocessing    system, 
including: 

u)  Managements  philosophy  and  plans 
b)  Type  of  processing  (batch  or  real  tisae  update) 
k"  c)  Physical  security  techniques 

d)  Software/hardware    controlled    security    tech- 
niques (passwords,  encrytion,  etc) 

e)  Changes  since  the  previous  examination. 

■'     - ;::/--';  •;:*■.  ,vj-   '      . 

2.  Schedule  of  Teleprocessing  equipment  currently  In 
vsi,  including: 

e)  Data  communication  equipment 

b)  Front  end  devices  or  terminal  in  use.     JLi 

3,  List  of  all  terminals  locations,  including: 

a)  Corporate  and/or  department  name 

'  b)  Primary  user  department 

c)  Type  of  .terminal 

d)  Type  of  processing  (on-line,  off-line) 

e)  Applications  processed 

f)  Transaction  restrictions 

g)  Security  (i.e.  password,  physical) 

REVIEW:  1.     Contenoancy  plans  for  teleprocessing  operations. 
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5-8.8-1/82 

SECTION  7:     CUSTOMER  SERVICES  * "      * 

COPY:  1-  List  of  all  services  provided  and  applications 
.processed  for  financial  Institutions  serviced,  by 
source  of  charter,  1n  the  following  fonaat. 
Indicate  any  affiliate  relationship. 

*  •■  National  Banks 

Bank  name  Applications  processed 

City,  State 

State  Member  Banks 

Bank  name  Applications  processed 

City,  State 

State  Hon  Member  Banks 

Bank  name  Applications  processed 

r  City,  State 

"  "    Savings  and  loan  Associations 

Association  name         Applications  processed 

City,  State 

Credit  Unions 

Name  Applications  Processed 

City,  State 

2.  List  of  all  services  provided  and  applications 
processed  for  nonfinancial  institution  custom- 
ers. Indicate  the  number  of  customers  for  each 
application  and  the  approximate  percentage  of 
processing  time  devoted  to  these  applications. 

3.  Sample  copy  of  the  service  contract  presently  in 
use. 

4.  List  of  the  nams  and  location  of  each  facility 
performing  ED?  services  for  this  company  and  the 
respective  applications  processed  (i.e. 
Microfiche,  portfolio  appraisal  etc).'  Also  indi- 
cate any  applications  scheduled  for  conversion. 
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5-8.9-1/82 
*CT]OK  7:     CUSTOMER  SERVICES  (continued) 

5.     If  not  a  financial   Institution  provide: 

a)  Complete  financial  statements,  preferably 
audited. 

b)  List  of  officers,  directors,  and  principal 
owners  (10  percent  or  sore)  and  their  other 
business  affiliations. 

REVIEW:   !.     Contracts  with  customers. 

2.  Contracts  with  EDP  servicers. 

3.  Copies  of  letters   of  notice   of   service   arrange- 
ments es  required  by  law. 

4.  Customer  complaint  file. 

5.  User  manuals 
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5-8.10-1/32 
SECTION  S:   MISCELLANEOUS 

REVIEW:  1,   Copy  of  the  letter  of  Assurance.  209  CMR  16.03  (8) 
and/or  Mass.  GL  Chap.  167B,  Sec.    5(7) 

2.  Copy  of  letter(s)  of  notification  to  the  Consuls si oner* a 
Office  to  purchase  or  change  equipment  (recordkeeping) 
or  to  change  servicers.  MGL  C.167  S.6 

3.  Date  of  last  fire/emergency  drill. 

4.  Schedule  of  delivery  priorities  for  banks,  branches,  and 
user  departments. 

5.  Copy  of  retention  schedules  for  hardcopy,  film,  fiche. 

6.  Copy  of  recent  feasibility  studies. 

7.  Copies  of  documents  submitted  under  the  provisions  of 
Chapter  167  B  Electronic  Branches  and  Electronic  Fund 
Transfers. 
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nfei^KU  The  Commonwealth  of  Massachusetts 

'Wmr    :         :     ADMINISTRATIVE  BULLETIN 

OFFICE  GF  THE  CffiPIISSICiiER  OF  WKS  •       ■ 


Reference  Uo-   5-9     Equal  Credit  Examination 


Equal  Credit  Opportunity  Ex-ani nations 


Since  August,  1977  the  Banking  Department  has  conducted  a 
program- of- Equal  Credi.t  Opportunity  Examinations..  The  purpose 
of  these  examinations  has  hzen   to  review  compliance  with  the 
procedures  required  by  the  State  and  Federal  anti-credit  discrimina- 
tion regulations.   These  procedures  a.ra   intended  to  minimize  the 
likelihood  of  illegal  credit  discrimination". 

■ 

'  X   v:ould  like  to  bring  to  your  attention-  problems  which  have 
appeared  at  many  of  the  165  financial  institutions  examined.   Please 
review  the  attached  summary  and  take  remedial  action  where  necessary. 

■  •  •  • 

Particular  attention- should  be  paid  to  the  definition   of   an   applica- 
tion and  the  requirements   in   the   case  of   an  application,    especially 
notifications  and  record  retention.      The  Department  has   received 
consumer  ccmolaints  alleging   credit  discrimination;    upon   investiga- 
tion,  application   files  have  disappeared.      The   Department  viev.'s    the 
destruction  of   application    fi.lcs   as    a  most  serious   equal    credit 
violation  and  vill  act  accordingly. 


This   restates   letter  dated  7/1/79 
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5-9.1  EQUAL  CRKPIT  OTPOnTlWlTY  EXAMINATIONS 

COMMON  VIOLATIONS 

The  following  is  a  summary  of  common  creditor  problems  with  respect  to  the 
\>issnchusetts  Commission  Against  Discrimination  "Reflations  Concerning 
^scrimination  in  Credit,"  effective  September  1,  1977  and/or  Federal  Reserve 
Board  Regulation  B  (12  CFR  202).   A  copy  of  the  State  regulation  nmy  be 
obtained  from  the  State  Book  Store,  State  House, Room  116,  Boston,  MA.   02133 
for  55$  plus  35c  postage,  checks  payable  to  The  Conuwr.wcalth  of  Massachusetts. 
Copies  of  the  Federal  regulation  may  be  obtained  at  no  charge  from  the 
Regulations  and  Consumer  Affairs  Department,  federal  Reserve  Bank  of  Boston, 
600  Atlantic  Avenue,  Boston,  MA.   02106. 

POSTING 

1.  Failure  to  post  the  "MCAD  notice"  in  each  place  of  business  where  loan 
applications  are  taken. 

2.  Failure  to. post  the  notice  conspicuously.       .  '. 

3.  Posting  an  obsolete  notice,  i.e.,  one  which  refers  only  to  sex.  and  marital 
statue  as  prohibited  forms  of  credit  discrimination. 

4.  Posting  an  inaccurately  worded  notice. 

APPLICATION  FORMS 

1.  Failure  to  include  the  "other  income  disclosure". 

APPLICATION  RULES  •. 

1.   Requesting  or  requiring  a  creditworthy,  individual  applicant  to  apply 
jointly  x^ith  a  spouse  or  other  person.   This  is  a  particular  problem 
regarding  home  mortgage  applications. 
^.  Failure  to  understand  what  constitutes  an  application. 

J.   Asking  marital  status  using  prohibited  terms. 

MONITORING  INFORMATION 

1.  Failure  to  establish  a  procedure  to  request  the  information. 

2.  Failure  to  request  the  information  of  both  the  applicant  and  joint 
applicant,  if  any. 

3.  Requesting  the  information  in  the  case  of  refinance  transactions'. 

OTHER  RULES  CONCERNING  CREDIT 

1.'  Requiring  a  spouse's  "signature  on  a  loan  note  in  the 

case  of  an  individual  application  by  a  creditworthy  person. 

NOTIFICATIONS 

1.  Failure  to  establish  a  procedure  to  send  the  notifications. 

2.  Giving  inaccurate  or  incomplete  reasons  for  adverse  action. 

3.  '  Fnilure  to  send  a  notification  in  the  case  of  denied  oral  applications. 

CRRDJT  FURNISHING 

1.  Failure  to  determine  users  of  open-end  accounts  at  the  time  of  application 
(since  June  1,  1977). 

2.  Failure  to  designate  files  go    that  the  payment  histories  of  contractually 
liable  persons  imd  users  of  open-end  accounts  are  readily  available. 

1,   Failure  to  retain  all  application  Conns. 

?.   Failure  tt>  retain  written  inf  otmai:  Jon  used  to  evaJ.u:»tr  applications. 

SJ  .. 
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EXPL\NATION  AMD  CORRECTIVE  ACTION  • 
5-9.2  :  "       T 

POSTING 

Section  13  of  the  State  regulations  requires  creditors  to  post  notice 
of  the  Massachusetts  antl-dlscrimin.ition  i«*»w.   There  is  no  prescribed  w 

language  for  this  notice.   llowevor,  provided  b.clow  arc  two  wordings,  ' 

•cither  "of  which  is  acceptable:  • 

"Massachusetts  law  prohibits  creditors  from  discriminating  against  credit 
applicants -on  the  basis  of  race,  color,  religion,  national  origin,  sex, 
•marital  status,  age  (provided  that  the  applicant  has  the  capacity  to  enter 
into  .*»  binding  contract),  or  because  all  or  part  of  the  applicant's  income 
derives  from  any  public  assistance  program." 

"Federal  regulations  and  comparable  provisions  of  Massachusetts  law 
prohibit  creditors  from  discriminating  on  the  basis  of  rr.ee,  color, 
religion, ' national  origin,  sex,  marital  status,  age  (provided  that  * 
the  applicant  has  the  capacity  to  enter  into  a  binding  contract)  ,  or 
because  all  or  part  of  the  applicant's  income  derives  from  any  public 
assistance  program.   The  Federal-  law  also  prohibits  creditors  from 
discriminating  on  the  basis  of  good  faith  exercise  of  rights  under  the 
Consumer  Credit  Protection  Act.   The  Federal  agency  which  enforces  this 
law  in  relation  to  this  creditor  is: 

(Name  and  address  of  the  appropriate  Federal  agency) 

The  State  agency  which  enforces  compliance  with  the  State  law  is: 

Massachusetts  Commission  Against  Discrimination 

One  Ashburton  Place  ■  *     * 

Boston,  Ma.   0210S"  . 

Examples  of  inaccurate  wording  include   (1)  "good  faith  exercise  of 
rights  under  the  Consumer  Credit  Protection  Act"  rs   one  of  the  State 
prohibited  bases,  (2)  a  toll  free  number  for  the  MCAD  (the  number 
does  not  exist),  and  (3)  the  name  and  address  of  a  Federal  enforcement 
agency  inappropriate  for  the  creditor. 

APPLICATION  FORMS  "  " 

Section  5  of  the  State  regulations  and  section  202.5  of  Regulation  B 
outline  prohibitions  and  requirements  concerning  application  forms. 
In  part,  these  require  prior  to  any  general  inquiry  concerning  income 
o  disclosure  that  income  from  alimony,  child  support,  or  separate  main- 
tenance payments  need  not  be  revealed  if  the  applicant  does  not  desire 
the  creditor  to  consider  such  income  in  determining  the  applicant's 
creditworthiness.   Many  creditors  continue  to  use  forms  which  do  not      .     .  • 
contain  the  disclosure  prior  to  general  income  inquiries,  such  as 
"other  income".   Still  other  creditors  use  forms  which  contain  the 
disclosure,  but  not  placed  prior  to  general  income  inquiries.   Appendix 
TV  of  Regulation  £  contains  model  forms  which,'  though  not  necessarily 
required,  are  acceptable  for  use  in  Massachusetts. 
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5-9.3  .  • 

APPLICATION  RULICS 

1.  Section  7(a)  of  the  State  regulations  and  202.7(a)  of  Regulation  B 
prohibit  .->  creditor  from  refusing  to  grant  an  individual  account  to  a 
creditworthy  applicant  on  a  prohibited  basis.   To  ovoid  difficulties,  it 
ia    suggested  that  when  a  person  requests  credit,  the  creditor  ask  if  he/she 

%.  is  applying  as  an  individual  or  Jointly  with  another  person.   The  creditor 

must  not  request  or  require  a  person  to  ?ipply  jointly  with  a  spouse  or  other 
person,  unless  it  is  first  determined  that  the  individual  applicant  is  not 
creditworthy  under  the  creditor's  normal  standards.   If  this  decision  is 
made,  the  creditor  may  take  adverse  action  on  the  application,  request  a 
joint  applicant,  or  require  a  co-signer.   When  the  creditor  does  request 
a  joint  applicant,  or  require  a  co-signer,  it  cannot  request  or  require 
the  joint  applicant  or  co-signer  to  be  the  applicant's  spouse. 

2.  The  regulations  and  Federal  Reserve  Board  unofficial  staff  interpre- 
tations have  provided  guidance  as  to  what  constitutes  .an  application  for 
credit.-  A  copy  of  one.  of  these  interpretations  is  attached.   It  is  clear 
that  an  application  has  been  received  when  both  of  the  following  events 
occur:   a.   An  individual  requests  credit  either  orally  or  in  writing, 
by  telephone,  in-person,  or  through  an  agent;  and,  b.   the  creditor  makes 
a  credit  decision. 

3.  Section  5(d)(1)  of  the  State  regulations  and  202.5(d) (1)  of  Regulations 
permit  creditors  to  ask  an  applicant's  marital  status  except  where  a  person  applic 
as  an  individual  (rather  than  jointly  with  another  person)  for  unsecured 
credit.   When  such  an  inquiry  is  permitted,  only  the  terms  married,  unmarried, 
and  separated  may  be  used.   Terms  such  as  divorced,  single,  widowed,  and 
others  should  not  be  used  by  the  creditor.'  ■ 

c 

^    r.     MONITORING  INFORMATION 

Section  202.13  of  the  Federal  regulation  requires  that  information  for 
"  monitoring  purposes  be  requested  of,  an  applicant  and  joint  applicant 
when  a  creditor  receives  a  written  application  for  consumer  credit  re- 
lating to  the  purchase  of  residential  real  property,  where  the  extension 
of.  credit  is  to  be  secured  by  a  lien  on  such  property.   This  information 
request  must  include  race/national  ori.gin  (using  the  categories  American 
Indian  or  Alaskan  Native,  Asian. or  Pacific  Islander,  Black,  White,  Hispanic, 
and  Other),  sex,  marital  status  (using  the  categories  unmarried,  married, 
and  separated) ,  and  age. 

Some  creditors  still  have  failed  to  establish  a  procedure  to  request  this 
•  information.   Where  this  is  the  case,  creditors  should  retroactively  request 
this  information  of  each  applicant  and  joint  applicant  who  made  a  written 
application  since  March  23,  1977.   If  an  applicant  or  joint  applicant  chooses 
not  to  provide  the  information,  the  creditor  should  request  the  respective 
applicant  to  note  this  fact  on  the  form.   If  an  applicant  or  joint  applicant 
refuses  to  both  provide  the  information  and  to  note  this  fact  on  the  form, 
the  creditor  may  make  a  notation  on  the  form  which  explains  this  fact. 

Some  creditors  fail  to  request  the  information  of  a  joint  applicant.   In  the 
case  of  joint  applications,  the  information  must  be  requested  of  both  applicants. 
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5-9.4   /         .  .   . 

t)THKR  KUI.KS  CONCERNING  CRKDIT 

Section  7(d)  of  the  State  regulations  and  section  202.7(d)  of  the  Federal 
regulation  state,  in  part,  th.*»t  "a  creditor  shall  not  require  the  signature 
of  nn  applicant's  spouse  or  other  person,  other  than  a  joint  applicant,  on 
any  credit  instrument  if  the  applicant  qualifies  under  the  creditor's  standards 
of ■  creditworthiness  for  the  type  of  credit  requested.' 

A  common  situation  arises  where  a  creditor  receives  an  individual  application 
for  mortgage  .credit  to  be  secured  by  real  property.   Ownership  is  to  be  held 
by  tenancy  by  the  entirety  by  the  individual  applicant  and  the  applicant's 
spouse.   The  individual  applicant  is  creditworthy  for  the  amount  and  type  of 
credit  requested.   In  order  to  secure  the  loan,  the  signatures  of  the  individual 
applicant  and  the  other  titleholder  are  necessary  on  the  mortgage  only.   The 
note  should  .be  signed  by  the  individual  applicant. 

The  principle  applies  to  other  forms  of  credit,  whether  secured  or  unsecured. 

NOTIFICATIONS 

Section  9  of  the  State  regulations  and  202.9  of  Regulation  B  require   th3t 
a  notification  of  adverse  action  be  sent  to  an  applicant  upon  whom  the 
creditor  has  taken  adverse  action. 

Acceptable  notification  forms  may  be  found  within  the  cited  section  of  the 
State  regulations,  but  creditor  designed  forms  may  be  used. 

Some  creditors  have  failed  to  establish  a  notification  procedure.   Where 
this  is  the  case,  notifications  should  be  retroactively  sent  in  the  case 
of  applications  dated  after  March  23,  1977  on- which  the  creditor  has  taken 
adverse  action. 

CREDIT  FURNISHING 

Section  10  of  the  State  regulations  requires  that  creditors  determine  whether 
an  account  offered  by  a  creditor  is  one  that  the  applicant  will  permit  to  be 
used  by  another  natural  person  who  is  at  lerst  eighteen  years  of  age  and  who 
is  not  the  applicant's  child  or  upon  which  such  natural  person  shall  be  con- 
tractually liable;  the  account  must  then  be  designated  to  reflect  the  fact  of 
this  participation. 

Examiners  have  found  th.^t  many  creditors  cannot  furnish  credit  information 
when  given  only  the  name  of  a  user  (for  open-end  credit)  or  contractually 
liable  person  on  p  joint  account.   This  inability  places  many  persons,  partic- 
ularly women "who  received  credit  jointly  with  their  spouses  or  who  use 
credit  cards  in  their  husband's  name,  at  a  disadvantage  when* they  apply  for 
credit  individually.   Creditors  should  review  their  own  files  to  insure  the 
ability  to  furnish  credit  information  given  the  name  of  each  appropriate  user 
or  contracturlly  liable  person. 

Creditors  arc  also  reminded  that  inform.--.tion  should  only  be  furti  ished  in  the 
name  of  die  person  about  whom  a  credit  inquiry  relates:  creditor.;;  should 
not  St. -ile  any  information  concerning  i  person  about  whom  the  iiuuiry  does 
nor  relate. 
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5-9.5  RECOUP  KKTKNTION  '  • 

Section  12  of  the  State. regulations  and  section  202.12  of  the  Federal 
regulation  require  that  records  o£  an  application  be  retained  for  25 
months  after  the  creditor  notifies  an  applicant  of  action  taken.   Thio 
information  includes,  in  part,  any  application  it  receives,  any  monitoring 
j(     -•    information  required  to  be  obtained,  any  written  or  recorded  information 

^    used  in  evaluating  an  oral  or  written  application,  a  copy  of  the  notification 
of  action  taken  (if  furnished  in  writing) ,  and  a   copy  of  the  statement  of 
specific  reasons  for  adverse  action,  if  appropriate. 

Examiners  have  found  evidence  of  missing  application  forms,  evaluation 
information,  credit  reports,  etc.   Creditors  are  also  reminded  that  in  the 
case  of  oral  applications,  any  written  or  recorded  information  used  in 
evaluating  the  application,  as  well  as  a  copy  of  the  notification  of 
adverse  action,  if  any,  must  be  retained  for  25  months  after  notification 
of  action  taken.  A  good  rule  to  follow  is  to  retain  all  the  documents  for 
at  least  30  months  after  the  date  of  application. 
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Publication :   #10 , 655-10-1 , 000-7-78-ch 

Approved  by  Alfred  C.  Holland ,    State  Purchasing  Agent 
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5-9.6 


•    UNPUBLISHED  UNOFFICIAL    STAFF   INTERPRETATION 


April   20,    1978 


".  v 


Us.  Lucy  Griffin  m 

Director,  Consumer  Division 
Federal  Home  Loan  Bank  Board 
1700  G  Street,  N.  W. 
Washington,  D.  C.   20552 

Dear  Ms.  Griffin: 

This  responds  to  your  March  17  letter  requesting  a  staff 
interpretation  of  the  definition  of  application  (particularly  the 
phrase  "made  in  accordance  with  procedures  established  by  a  creditor 
*  .  •")  it?  S  202.2(f)  of  Regulation  B. .  Your  inquiry  concerns  credit 
shopping  and  prescrcening  in  residential  mortgage  lending  and  asks,  in 
essence,  when  communications  between  prospective  hone  buyers  or  real 
estate  brokers  and  lenders  cease  to  be  shopping  discussions  and  become 
applications  made  in  accordance  with  a  lender's  procedures. 

The  Equal  Credit  Opportunity  Act  and  Regulation  B  prohibit 
discrimination  against  credit  applicants  on  nine  specific  bases. 
Unless  a  lender's  policies  or  procedures  discriminate  against  an 
applicant  on  a  prohibited  basis  or  have  that  effect,  the  lender  may 
adopt  any  policies  or  procedures  that  it  wishes  (consistent  with  any 
other  applicable  laws).   For  that  reason  S  202.2(f)  defines  an  appli- 
cation as  a  request  "made  in  accordance  with  procedures  established 
by  a  creditor  for  the  type  of:  credit  requested." 

.  The  focus,  however,  is  on  a  lender's  actual  practices,  not 
its- stated  policies,  governing  each  phase  of  the  application  process. 
For  example,  even  though  a  real  estate  lender's  stated  policy  is  to 
rcouire  all  applications  to  be  in  writing,  if  the  lender  makes  a  credit 
decision  based  on  .an  oral  request,  then  an  application  has  been  'Vnade 
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in  accordance  with  procedures  established  by  (that)  creditor  .  .  .  ." 
The  question  of  whether  a  credit  decision  has  been  made  is  one  of  fact 
end  turns,  in  the  staff's  opinion,  on  v.'hcthcr  the  lender  has  received 
sufficient  information  about  the  applicant  or  the  collateral  on  which 
to  base  a  credit  decision  (again,  considering  it  actual  practices)- 
and  whether,  the  lender  takes  any  action  to  reject  the  request  or  to 
discourage  its  further  pursuit. 

The  following  examples  illustrate  the  staff  s  views  on  when 
an  application  has  been  received  for  Regulation  B  purposes  in  the  con- 
text of  residential  real  estate  financing.   Each  example  assumes  that 
the  lender  has  a  stated  policy  of  considering  applications  only  when 
they  are  in  writing.  -  . 

♦  * 

-  *      Example  A*:   Shopping  Inquiry 

A  women  telephones  or  meets  with  a  loan  officer  and  states 
that  she  is  purchasing  a  home  in  the  area  and  needs  a  loan.   She  asks 
-j-  about  the  lender's  loan  terms.   The  loan  officer  quotes  the  lender's 
current  finance   charge,  maximum  loan-to-value  ratio,  maximum  maturity, 
and  maximum  loan  amount.   Since  the  finance  charge,  may  vary  with  the 
amount  of  the  downpayment  or  mortgage  Insurance  may'  be  required,  the 
.  •    loan  officer  asks  the  purchase  price  of  the  house  and  the  amount  of 
the  contemplated  downpayment  in  order  to  provide  the  correct  lean 
term  information.   The -woman  supplies  the  requested  information,  writes- 
_        down  the  loan  terms,  and  concludes  the  conversation.   Has  an  "appli- 
\       cation"  come  into  being?  No.   Although  the  lender  has  received  some 
information  regarding  the  woman  (the  amount  of  the  downpayment  that 
she  was  available)  and  the  property  (the  purchase  price),  it  has  not 
made  any  decision  based  upon  that  information. 

Example  B:   Application  is  Hade 

Assume  the  came  facts  as  in  example  A,  except  the  woman, 
after  learning  the  loan  terms,  asks  for  a  957,  loan  or  states  her 
income  and  asks  whether  she  qualifies  for  a  loan  from  the  lender. 
The  loan  officer,  for  whatever  reason,  says  no  or-indicates  that 
there  is  little  point  in  the  woman's  applying  for  a  loan.   Has  an 
"application"  for  credit  been  made?   Yes. ■  The  loan  officer's 
willingness  to  reject  or  discourage  the 'woman's  loan  request  indi- 
cates that  the  request  was  made  in  accordance  with  the  application 
process  used  by  the  lender. 

Note  that,  although  an  application  has  been  received,  the 
lender  may  not  have  taken  adverse  action  as  defined  in  S  202.2(c)  of 
RCfrulntion  B  if  applicable  lav;  prohibits  the  lender  from  making  the 
l-cquested  loan  or  the  lender  does  not  extend  residential  mortgage 
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credit,      Othcrvlnft,  ii'lvcrse  action  has  been  t-i'ccn,  nnd  the  notification 

and  record  retention  provisions  of  the  regulation  apply.   If  the  application 

is  conveyed  via  tclephor^  ind  adverse  action  is  taken,  then  the  lender  must 

requcrt  the  applicant's  name  and  address.   If  the  applicant  refuses  to  provide 

that  information,  then  the  lender,  of  course,  has  no  further  notification 

obligation 

Example  C:  Vq Application  Made 

Assume  the  same  facts  as  in  example  B,  except  the  loan  officer, 
pursuant  to  the  lender's  uniform  policy,  tells  the  potential  applicant 
(and  all-potential  applicants,  without  exception)  that  applications  can 
be  considered  only  if  they  are  in  writing.   The  loan  officer  «"ivas  tbe 
potential  applicant  an  application  form  (or,  in  a  telephone  conversation, 
perhaps  offers  to  mail  an  application)  and  invites  her  to  apply.   The 
loan  officer  may  provide  general  information  about  the  lender's  loan  policies, 
but  does  not  evaluate  any  information  given  voluntarily  by  the  potential 
applicant.  Has  an  application  been  made? 

No,  because  the  loan  request  was  not  made  in  "accordance 
with  procedures  established  by  the  creditor  for  the  type  of  credit 
requested."  The  lender  insists  uniformly  on  v/ritten  applications 
before  ranking  any  iudgments.   No  evaluation  has  been  made"  at  this 
point »  and  the  lender's  procedure  for  taking  a  "request  for  an  extension 
of  credit"  has  been  fully  disclosed  to  the  potential  applicant. 
If  the  loan  officer  had  made  even  a  preliminary  judgment  and  communicated 
it  to  the  potential  applicant  (as  in  example  B)  ,  then  the  request  would 
•have  to  be  treated  as  an  application  since,  by  that  action,  the  lender 
would  be  using  an  application  process  that  involves  an  evaluation  of  oral 
requests  for  credit. 

Example  T);   Amplication  Is  Made 

A  women  telephones  a  financial  institution  nnd  asks  about 
obtaining  a  loan,  .The  person  answering  the  phone  asks  about  the 
woman's  income  and  the  loan  amount  sought.   The  lender's  employee 
determines  that  the  woman's  income  is  insufficient  to  handle  the 
debt  nnd  tells  the  inquirer  that  submitting  a  written  application 
would  be  a  waste  cf  time,  lias  an  "application"  been  submitted? 
Yes.   The  employee's  willingness  to  make  a  credit  decision  based  on 
the  information  provided  indicates  that  the  request" was  made* in 

accordance  with  the  application  process  used  by  this  particular  •  . 

lender. 
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Example  E:   No  Application  Made 


.  A  woman  visits  a  financial  institution  and  asks  about 
•obtaining  a  loan.   The  interviewing  loan  officer  docs  not  ask  the 
woman  about  her  income,  but   she  volunteers  the  information  anyway. 
The  loan  officer,  instead  of  calculating  the  loan  paym^nt-to-income 
ratio,  provides  the  woman  with  a  simple  explanation  of  the  lender's 
policy  on  housing  cxpcnce-to-income  and  debt-to-income  ratios  and 
invites,  the  woman  to  submit'  an  application  if  she  wishes.   No  "appli- 
cation" has  been  submitted  up  to  this  point.   Although- a  request  for 
credit  has  been  made,  the  application  process' used  by  the  lender 
.requires,  applications  to  be.  iv.   writing.  This  fact  has  been  communicated 
to  the  potential  applicant,  who.  has  been  invited  to  submit  an  application 
in  the  manner  required  of  all  applicants. 

Example  F:   Application  is  Made 

A  real  estate  broker  telephones  a  loan  officer  at  a  financial 
institution  and  asks  if  the  lender  will  make  a  loan  to  a  couple  to  finance 
the  purchase  of  a  particular  piece  of  property.   The  broker  outlir.es  the 
couple's  financial  situation  and  the  terms  of  the  sale's  contract. 
The  lender  has  maintained  a  relationship  with  the  broker  for  a  number 
of  years  and  regularly  gives  a  preliminary  indication  as  to  whether  it 
will  make  loans  to  the  broker's  clients.   Has  an  "application"  been  made? 
Yes,  the  couplers  request  for  credit  was  communicated  to  the  lender  by 
the  broker.   The  fact  that  the  lender  was  willing  to  evaluate  the  inform- 
ation provided  and  made  a  preliminary  credit  decision  at  that  point  is 
.evidence  that  the  request  is  an  application  for  purposes  of  Regulation  B. 

• 

As  the  examples  above  illustrate,  the  "procedures  established 
by  a  creditor  for  the  type  of  credit  requested"  are  those  procedures  that 
are,  in  fact,  employed.   Lenders  may  not  avoid  their  responsibilities  under 
the  Equal  Credit  Opportunity  Act  and  Regulation  B  by  invoking   formal 
standards  not  consistently  applied  £c  all  requests  for  credit, 

I  trust  that  this  response  clarifies  when  an  application 
exists  for  purposes  of  Regulation  B.   If  I  can  be  of  further  assistance, 
please  let  me  know. 

Very  truly  yours, 


Nathaniel  K.  Butler 
Associate  Director 
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OFFICE  OF  THE  CDffilSSIGNER  OF  BANKS 


Reference  No.   ^-1   Finance  Committee  Co-operative  Banks 


I  consider  the  following  to  be  a  minimum  standard  of  performance 
acceptable  for  members  of  the  Finance  Committee. 

Compliance  with  statutory  requirements  for  annual  audit  (see 
Chapter  170,  Section  41). 

1.  A  meeting  by  the  Finance  Committee  previous  to  the  audit. 

(a)  To  reviexj  the  last  audit  and  examination  reports. 

(b)  Determine  areas  the  auditor  shall  give  special  attention  ' 
to. 

(c)  Anticipate  any  new  areas  requiring  attention. 

2.  Reasonable  availability  for  consultation  with  the  accountant 
during  the  course  of  the  audit. 

3.  At  the  conclusion  of  the  audit,  review  the  audit  with  the 
accountant,  previous  to  submission  to  the  directors. 

* 

(a)  The  meeting  should  be  held  without  the  officers  of  the 
bank  being  present  except  at  the  call  of  the  committee 
while   answering  specific  questions. 

4.  Upon  receipt  of   the   audit,    a  report  of   the  committee  should 
accompany  the  submission  of" the   audit   to   the  board. 

I    call   to  your  attention  that  the   Finance   Committee  answers    to   the 
board   of  directors   and  that   the  accountant   answers   to   and  reports   to 
the   Finance   Committee,   not   the   management. 

Minutes   of   the  meetings   of   the   Finance   Committee   should  be    taken, 
along  with   attendance   records.      These   records   must   be    available    for 
the   examiners.      The   examiner  will  make    appropriate   remarks    in  his    comments 
on    the  examination. 
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Reference  Ho.   6-2   Forward  Placement  or  Delayed  Delivery  Contracts 


Pursuant  to  the  authority  of  Chapter  167 y  Section  6  of  the  Massachu- 
setts General  Laws,  the  following  guidelines  are  issued  to  be  effective 
January  1,  1980. 

The  policies  and  procedures  will  apply  to  outstanding  contracts  as 
well  as  those  'entered  into  after  January  1,  1980.   Policy  statements 
with  similar  content  are  being  adopted  by  federal  regulatory  agencies. 

Definitions : 

Forward  Contracts:   These  are  over-the-counter  con  tracts  for  forward 
placement  or  delayed  delivery  of  securities  in  which  one  party  agrees  to 
purchase  and  another  to  sell  a  specified  security  at  a  specified  price 
for  future  delivery.   Contracts  specifying  settlement  in  excess  of  30 
days  following  trade  date  shall  be  deerp.ed  to  be  forward  contracts.   For- 
ward contracts  are  not  traded  on  organized  exchanges,  generally  have  not 
required  margin  payments,  and  can  only  be  terminated  by  agreement  of 
both  parties  to  the  transaction. 

Standby  Contracts:   These  are  optional  delivery  forward  contracts  on 
U.S.  government  and  agency  securities  arranged  between  securities  dealers 
and  customers  and  do  not  currently  involve  trading  on  organized  exchanges. 
The  buyer  of  a  standby  contract  (put  option)  acquires,  upon  paying  a  fee, 
the  right  to  sell  securities  to  the  other  party  at  a  stated  price  at  a 
future  time.   The  seller  of  a  standby  (the  issuer)  receives  the  fee,  and 
must:  stand  ready  to  buy  the  securities  at  the  other  party vs  option. 

Guidelines : 


Banks  that  engage  in  forward  and  standby  contract  activities  should 
only  do  so  in  accordance  with  safe  and  sound  banking  practices  with 
levels  of  activity  reasonably  related  to  the  bank's  business  needs  and 
capacity  to  fulfill  its  obligations  under  these  contracts.   The  following 
are  minimal  guidelines  to  be  followed  by  banks  authorized  to  participate 
in  these  markets. 
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1.  The  board  of  directors  or  trustees  should  consider 
any  plan  to  engage  in  these  activities  and  should  endorse 
specific  vritten  policies  in  authorizing  these  activities. 
Policy  objectives  must  be  specific  enough  to  outline  permis- 
sible contract  strategies  and  their  relationship  to  other 
banking  activities,  and  record  keeping  systems  must  be  suf- 
ficiently detailed  to  permit  internal  auditors  and  examiners 
to  determine  whether  operating  personnel  have  acted  in  ac- 
cordance with  authorized  objectives.   Bank  personnel  are 
expected  to  be  able  to  describe  and  document  in  detail  how 
the  positions  they  have  taken  in  forward  and  standby  contracts 
contribute  to  the  attainment  of  the  bank's  stated  objectives, 

2.  The  board  of  directors  or  trustees  should  establish 
limitations  applicable  to  forward  and  standby  contract  posi- 
tions and  review  periodical!}'  (at  least  monthly)  contract 
positions  to  ascertain  conformance  with  such  limits^. 

3.  The  bank  should  maintain  general  ledger  memorandum 
accounts  or  commitment  registers  to  adequately  identify  and 
control  all  commitments  to  make  or  take  delivery  of  securities. 
Such  registers  and  supporting  journals  should  at  a  minimum  in- 
clude: •  . 

(a)  the  type  and  amount  of  each  contract, 

(b)  the  maturity  date  of  each  contract,  \ 

(c)  the  amount  of  money  held  in  margin  ac- 
counts. 

A.   All  open  positions  should  be  reviewed  and  market  values 
determined  at  least  monthly  (or  more  often,  depending  on  volume 
and  magnitude  of  positions) ,  regardless  of  whether  the  bank  is  re- 
quired to  deposit  margin  in  connection  with  a  given  contract. 

5.  Completed  forward  or  standby  contracts  giving  rise  to 
acquisition  of  securities  will  require  such  security  transactions 
to  be  recorded  on  the  basis  of  the  lower  of  contract  .price  or 
market  price  on  settlement  date.   If  the  market  value  of  the 
securities  is  lower  than  the  contract  price,  the  difference  should 
be  recorded  as  an  immediate  charge  against  income. 

6.  Fee  income  received  by  a  bank  in  connection  with  a  standby 
contract  should  be  deferred  at  initiation  of  the  contract  and  ac- 
counted for  as  follows: 

(a)  upon  expiration  of  an  unexercised  contract 
the  deferred  amount  should  be  reported  as 
income; 

(b)  upon  a  negotiated  settlement  of  the  contract 

prior  to  maturity,  the  deferred  amount  should  ( 

be  accounted  for  as  an  adjustment  to  the  ex- 
pense of  such  settlement,  and  the  net  amount 
should  be  transferred  to  the  income  account; 
or 
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(c)   upon  exercise  of  the  contract,  the  deferred 
amount  should  be  accounted  for  as  an  adjust- 
ment to  the  basis  of  Che  acquired  securities. 
Such  adjusted  cost  basis  should  be  compared 
to  market  value  of  securities  acquired.   See 
.  item  5. 

7.  Bank  financial  reports  should  disclose  in  an  explanatory 
note  any  forward  and  standby  contract  activity  that  materially 
affects  the  bankrs  financial  condition. 

8.  To  insure  that  banks  minimize  credit  risk  associated  with 
forward  and  standby  contract  activity,  banks  should  implement  a 
system  for  monitoring  credit  risk  exposure  associated  with  various 
customers  and  dealers  with  whom  operating  personnel  are  authorized 
to  transact  business. 

9.  Banks  should  establish  other  internal  controls  including 
periodic  reports  to  management  and  internal  audit  programs  to  as- 
sure adherence  to  bank  policy,  and  to  prevent  unauthorized  trading 
and  other  abuses. 

The  issuance  of  long-term  standby  contracts,  i.e.,  those  for  150 
days  or  more,  which  give  the  other  party  to  the  contract  the  option  to 
deliver  securities  to  the  bank  will  ordinarily  be  viewed  as  an  inappro- 
priate practice.   In  almost  all  instances  where  standby  contracts  spe- 
cified settlement  in  exces-s  of  150  days,  supervisory  authorities  have 
found  that  such  contracts  were  related  not  to  the  investment  or  business 
needs  of  the  institution,  but  primarily  to  the  earning  of  fee  incorr.e  or 
to  speculating  on  future  interest  rate  movements.   Accordingly,  banks 
should  not  issue  standby  contracts  specifying  delivery  in  excess  of 
150  days,  unless  special  circumstances  warrant. 

This  office  intends  to  monitor  closely  bank  transactions  in  for- 
ward and  standby  contracts  to  ensure  that  any  such  activity  is  con- 
ducted in  accordance  with  safe  and  sound  banking  practices. 
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If  a  present  member  of  the  Finance  Committee  feels  he  cannot  meet 
the  commitment  of  time,  I  suggest  you  accept  his  resignation.   Before 
a  director  accepts  an  appointment  to  the  committee,  I  suggest  he 
becomes  acquainted  with  these  standards  of  performance. 
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Reference  No-    7-1     Christmas  in  July 


I  am  writing  to  you  in  July  relative  to  your  spirit  of  generosity 
and  good  will  which  is  often  expressed  tangibly  at  the  Christmas  Season. 

I  consider  it  inappropriate  for  personnel  of  a  regulatory  agency 
to  accept  gifts,  no  matter  how  small,  from  the  regulated  or  their  re- 
lated business. 

A  memo  has  been  sent  to  the  personnel  of  the  Division  of  Banks 
advising  them  that  the  acceptance  of  gifts  will  make  them  subject  to 
disciplinary  actions,  even  dismissal. 

If  gift-giving  has  been  a  practice  in  the  past  or  has  been  contem- 
plated as  a  future  activity,  I  ask  you  to  refrain  from  your  well- 
intentioned  practice.   Your  cooperation  will  save  embarrassment  to 
our  personnel  and  relieve  them  from  the  obligation  of  returning  the 
packages . 

While  my  letter  addresses  the  Christmas  Season,  I  presume  you 
would  understand  that  the  message  would  apply  throughout  the  year. 

Your  understanding  of  this  administrative  problem  is  appreciated. 


Date:  Mi\>» 
Restatement  of  7/8/76 


6  8- 


[■ 


I 


4#^  pivM.-fc'  y\is/q-i/i    y 

The  Commonwealth  of  Massachusetts 
ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COMMISSIONER  OF  BANKS 


Reference  No.  9-1 A  ^ii-intt 

Issued:  September  18,  1991 


ttW 


xjjssS* 


All  Credit  Unions 
Chapter  167,  section  2 
Chapter  171,  section  20  and 
section  26 


to 


Directive  Governing  Loans  and  Fees 
Credit  Union  Officers  and  Directors 
and  their  Related  Interests 


Authority 


Appl icability 
and  Scope 


Definitions 


This  directive  is  issued  by  the  Commissioner  of  Banks  under 
the  authority  of  General  Laws  Chapter  167,  section  2  and 
General  Laws  Chapter  171,  section  20  and  section  26. 

The  terms  and  conditions  of  this  Administrative  Bulletin  apply 
to  any  extension  of  credit  or  fees  paid  to  the  directors,  and 
certain  officers  of  a  credit  union  and  their  related 
interests.  This  Directive  is  intended  to  further  implement 
the  loan  and  reporting  provisions  of  General  Laws  Chapter 
171,  section  20  and  section  26.  It  is  also  designed  to 
prohibit  certain  transactions  with  credit  union  insiders  which 
may  promote  conflicts  of  interest  that  impose  a  significant 
threat  to  the  safety  and  soundness  of  individual  credit  unions 
and  their  members. 

The  following  terms  shall  have  the  following  meanings  unless 
the  context  otherwise  requires: 


"Commissioner"  Commissioner  of  Banks. 


"Immediate 


A  parent,  stepparent,  spouse,  child,  stepchild  or  any  other 


"Family  Member"  relative  living  within  the  same  household. 


"Official" 


"Related 
Interests" 


"Senior 
Management 
Empl  oyee?"" 


Any  member  of  the  Board  of  Directors,  credit  committee  or 
auditing  committee. 

Any  individual  having  a  common  ownership,  investment  or  other 
pecuniary  interest  in  a  business  enterprise  with  an  official 
or  a  senior  management  employee  or  with  an  immediate  family 
member  of  an  official  or  a  senior  management  employee.  The 
term  shall  also  include  immediate  family  members. 

The  President,  Treasurer,  Vice  Presidents  and  such  other 
officers  established  under  General  Laws  Chapter  171, 
section  15.  For  the  purpose  of  this  Directive  the  term 
senior  management  employees  shall  also  include  members  of 
their  immediate  families. 


A.  Prohibited  Fees 

A  credit  union  shall  not  make  any  loan  or  extend  any  line  of  credit  if, 
either  directly  or  indirectly,  any  commission,  fee  or  other  compensation  is  to 
be  received  by  the  credit  union's  officials,  senior  management  employees,  loan 
officers,  or  any  immediate  family  members  of  such  individuals,  in  connection 
with  underwriting,  insuring,  servicing,  or  collecting  the  loan  or  line  of 
credit.  However,  salary  for  employees  is  not  prohibited  by  this  Section. 

B.  Extensions  of  Credit  to  Officials  and  Senior  Management  Employees 

This  section  establishes  procedures  and  other  requirements  for 
implementing  the  provisions  of  General  Laws  Chapter  171,  section  20  and 
section  26. 

1.  Initial  approval.  All  applications  for  loans  or  lines  of  credit  on 
which  an  official  or  a  senior  management  employee  will  be  either  a 
direct  obligor  or  an  endorser,  cosigner  or  guarantor  shall  be 
initially  acted  upon  by  either  the  board  of  directors,  the  credit 
committee  or  loan  officer,  as  specified  in  the  credit  union's  bylaws. 

2.  Board  of  directors'  review.  The  board  of  directors  shall,  in  any 
case,  review  and  approve  or  deny  any  application  on  which  an 
official  or  a  senior  management  employee  is  a  direct  obligor,  or 
endorser,  cosigner  or  guarantor.  Approval  of  a  loan  to  a  director 
shall  require  a  two-thirds  vote  of  the  other  directors  in  accordance 
with  General  Laws  Chapter  171,  section  20. 

3.  Nonpreferential  treatment.  The  rates,  terms  and  conditions  on  any 
loan  or  line  of  credit  either  made  to,  or  endorsed  or  guaranteed 
by:  (i)  an  official  or  a  senior  management  employee;  (ii)  an 
immediate  family  member  of  an  official  or  a  senior  management 
employee;  or  (iii)  any  related  interests  of  such  official  or  senior 
management  employee,  shall  not  be  more  favorable  than  the  rates, 
terms  and  conditions  for  comparable  loans  or  lines  of  credit  to  all 
other  credit  union  members. 

Effective  Date 

This  Directive  shall  govern  all  credit  extensions  for  which  an 
application  is  received  on  or  after  November  1,  1991. 
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Reference  No-  9-1        Insider  Transactions  All  Banks  and  Credit  Unions 


Each  bank  should  maintain  a  record  of  insider  transactions 
requiring  review  and  approval  in  a  manner  and  form  Chat  will  enable  exam- 
iner personnel  to  identify  such  insider  transactions.   Information  per- 
taining to  the  transactions  should  be  readily  accessible  to  examiners 
and  shall  include  all  documents  and  other  material  relied  upon  by  the 
board  in  approving  each  transaction,  including  the  x\azia   of  the  insider, 
the  insider's  position  or  relationship  that  causes  such  person  to  be 
considered  an  insider,  the  datethe  transaction  was  approved,  and  the 
relevant  terms  and  any  other  pertinent  information  which  explains  the 
basis  for  the  board's  decision.   In  addition  statements  made  by  direc- 
tors or  trustees  who  voted  not  to  approve  the  transaction  setting 
forth  their  reasons  for  such  a  vote  should  also  be  maintained. 


Date:  ">\'\v-. 

This  is  restatement  of  Directive  11/10/78 
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DISCLOSUTv.-  AND  APPROVAL  REQ'J  I  RSMSNTS 
INSIDER  TRANSACTIONS 


An  insider  transaction  must  be  disclosed  and  approved  if,  either  alone 
or  when  aggregated  with  the  outstanding  balances,  involving  assets  or  services 
Which  have  a  fair  market  value  amounting  to  more  than: 

{a}   §20,000  -  if  the  institution  has  less  than  $100,000,000  in  total  assets 

*i0   $50,000  -  if  the  institution  has  more  than  $100,  C00,000-but  less 

than  $500,000,000  in  total  assets 

(c)  $100,000  -  if  the  institution  has  more  than  $500,000,000  in  total  assets 

The  transaction  must  be  specifically  approved  by  the  board  of  directors 
or  trustees  if  it  equals  or  exceeds  the  provisions  of  a,b,  or  c  above.  When 
an  insider  transaction  becomes  reportable  because  of  aggregating  past  and 
present  considerations  and  the  total  now  equals  or  exceeds  the  provisions  of 
a,  b,  or  c  above,  the  new  total  should  be  disclosed  and  approved  as  an  insider 
transaction.   Amounts  paid  by  the  institution  to  public  utility  companies  which 
may  involve  insider  considerations  need  not  be  reported  or  approved. 

Compliance  with  the  provisions  of  the  above  shall  not  relieve  the  institution 
from  its  duty  to  conduct  its  operations  in  a  safe  and  sound  manner  nor-  prevent 
this  department  from  taking  whatever  action  it  deems  necessary  to  deal  with 
specific  acts  or  practices  which,  although  they  do  not  violate  the  above  pro- 
visions are  considered  detrimental  to  the  safety  and  sound  operation  of  the 
institution. 

DEFINITIONS 

"Assets"  include  loans  or  other  extensions  of  credit,  (exclusive  of  credit 
card  transactions)  the  purchase  or  sale  of  institution  or  its  affiliates*  assets, 
leases  of  property  real  or  personal  or  payments  made  for  membership  dues,  fees 
or  charges  other  than  for  educational  purposes. 

"Services"  include  the  purchase  or  sale  of  the  institution  or  its  affiliates"' 
services,  use  of  the  institution's  facilities,  its  real  or  personal  property 
or  its  personnel.   Payments  for  services  rendered  by  an  affiliated  person  in 
connection  with  a  loan  transaction  to  which  the  institution  or  its  affiliate 
is  a  party,  commissions  and  fees,  including  brokerage,  management,  consultant, 
architectural  or  legal,  including  those  paid  based  on  referral. 


v- 


fe 


"70 


4 


9-1. 


(1)  Directors ,  trustees,  officers  or  controlling  persons  of  an  institution. 

(2)  The  parent  or  stepparent,  the  spouse,  the  child  or  stepchild  or  any 
other  relative  who  lives  in  an  insider's  house. 

(3)  A  director,  trustee,  officer  or  controlling  person  of  any   majority 
owned  subsidiary  of  the  institution  or  of  any  parent  company  affilia- 
tion. 

(4)  Any  corporation  or  organization  (excluding  non  profit)  of  which  a 
director,  trustee,  officer,  or  controlling  person  is  a  director, 
officer  or  partner  or  is  directly  or  indirectly,  alone  or  v/ith  a 
member  of  his  immediate  family  (as  defined  in  (2)  above)  the  owners 
of  10  percent  or  more  of  any  class  of  debt  and/or  equity  of  the 
corporation  or  organization,  or  the  owner  with  other  such  persons 
(as  defined  in  CD  above)  or  their  immediate  families  (as  defined  in 
(2)  above)  25  percent  or  more  of  the  debt  and/or  equity  of  the  corpora- 
tion or  organization. 

(5)  Any  trust  or  other  fiduciary  in  which  such  persons  (as  defined  in 

(1)  above  or  a  member  of  the  immediate  family  (as  defined  in  (2)  above) 
has  a  substantial  beneficial  interest  or  serves  in  a  fiduciary  capacity. 

» 

DEFINITIOMS 

"Director"  and  "trustee"  does  not  include  honorary  or  advisory  directors 
or  a  director  or  trustee  emeritus. 


■C  i- 


"Officer"  includes  only  those  who  participate  in  major  policy  making 
unctions  of  an  institution.   The  term  includes  the  president,  secretary  or 
clerk,  treasurer,  comptroller,  and  any  vice  presidents.   It  does  not  include 
assistant  or  second  vice-presidents  or  other  positions  having  similar  authorities 

"Controlling  person"  is  defined  generally  as  a  person  or  entity  which 
effectively  controls  either   alone  or  with  other  persons  or  entities  10  per  cent 
or  more  of  an  institution. 
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kS^Mm  The  Cc  mmonwealth  ot  Massachusetts 

$B0J  ADMINISTRATIVE  BULLETIN 

**  OFFICE  OF  TOE  OOffllSSIONER  OF  BANKS 

Reference  No.  9-2     Lobbying 


Governor  Francis  W.  Sargent's  program  to  control  lobbying  activities 
within  the  Executive  Branch  of  Government  consists  of  two  parts: 

(1)  An  Executive  Order  directing  the  reporting  of  lobbying  activities  by 
State  officials  and  employees  to  whom  such  activities  are  directed,  and 

(2)  An  Administrative  Regulation  to  be  adopted  by  the  Banking  Department 
requiring  regulated  companies  and  individuals  to  report  all  of  their 
lobbying  activities  on  a  regular  basis. 

The  program  became  effective  April  1,  1972.   The  Banking  Department 
has  now  promulgated  rules  and  regulations  relative  to  Part  (2)  . 

Part  (1)  is  already  effective.   Members  of  the  Banking  Department  are 
required  (i)  to  report  every  gift  received,  and  (ii)  to  report  every  con- 
tact but  routine  receipt  of  reports  and  routine  request  for  information. 

The  enclosed  regulations  will  give  effect  to  the  purposes  of  Execu- 
tive Order  No.  85,  Part  2. 

The  purpose  of  Order  No.  85  is  best  expressed  by  a  quote  from  the 
Order  itself. 

"Whereas,  the  maintenance  of  public  confidence  in  Government 
requires  that  the  operation  of  regulatory  agencies  be  con- 
ducted in  an  open  and  candid  manner;  and 

Whereas,  the  protection  and  furtherance  of  the  public  interest 
requires  that  public  officials  and  public  employees  be  at  all 
times  free  of  undue  influence  by  special  interests;  and 

Whereas,  full  and  prompt  disclosure  of  lobbying  activities 
and  other  contacts  between  regulatory  agencies  and  persons 
and  businesses  subject  to  regulation  thereby  is  essential  to 
furthering  these  goals." 
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In  issuing  the  Order  the  Governor   commented  on  the   goal   to  be  reached 

"Lobbying  is   a   traditional  part   of  the  Democratic  system.      In 
itself,    the  practice  is  neither   good  nor  bad.      At  best   lobbying 
is  healthy  and  plays   a  valuable  role  in  the  process   of   govern- 
ment. 

But  it  also  carries  with  it  a  potential  for  wrongdoing   that  is 
obvious . 

The  measures   I  have  outlined  today  will  go  a   long  way   toward 
•permitting  only  the  best   form  of   lobbying  to   flourish." 

I  have  outlined  the  Order,    its   scope,   purpose  and   goal  to  insure   com- 
pliance not   only  with  its    content  but  its   spirit  as  well. 
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SECTION  2.   Reporting  Requirement:   Every  licensee  shall,  on  or  before 
the  reporting  date,  file  with  the  agency  a  statement,  on  oath,  containing 
the  following  information:  4^' 


c€ 


a.   The  name  and  business  address  of  the  licensee, 
b-   The  reporting  period  covered  by  the  statement. 

c.  The  total  sum  expended  by  the  licensee  on  lobbying  activities  during 
the  reporting  period. 

d.  A  complete  list  of  every  official  action  the  outcome  of  which  the 
licensee  attempted  to  affect  through  lobbying  activities  during  the  reporting 
period,  including,  with  respect  to  each  such  action,  a  description  of  the 
action,  the  intended  result  of  such  activities,  and  the  total  sum  expended 
in  connection  therewith. 

e.  A  complete  list  of  all  official  contacts  with  the  agency  or  any  of- 
ficial thereof  during  the  reporting  period,  including,  with  respect  to  each 
official  contact  so  reported,  the  date,  time  of  day,  and  place,  the  names  of 
all  individuals  representing  the  licensee  and  of  all  agency  officials  in- 
volved, and  the  official  action  or  actions  discussed. 

f.  A  complete  list  of  every  gift  or  gratuity  given  or  provided  during 
the  reporting  period  to  any  official,  directly  or  through  any  intermediary, 
including,  with  respect  to  each  such  gift  or  gratuity,  the  date  of  presenta- 
tion;  an  exact  description,  the  value,  and  the  name  of  the  recipient. 

g.  A  complete  list  of  every  individual  expenditure  of  ten  dollars  or 
more,  other  than  those  reported  pursuant  to  the  preceding  paragraph,  made  by 

the  licensee  in  connection  with  lobbying  activities  during  the  reporting  y^   v*Ji 

period,  including,  with  respect  to  each  such  expenditure,  the  date  and 
nature  of  the  expenditure  and  official  action  sought  to  be  affected. 

SECTION  3.   Membership  in  Associations.    If  the  licensee  is  a  member  of 
an  association  organized  to  promote  the  interests  of  the  licensed  business 
or  profession  of  the  licensee,  the  statement  required  by  this  regulation  must 
be  accompanied  by  a  statement  of  the  lobbying  activities  of  said  association 
on  behalf  of,  or  related  to,  matters  substantially  affecting  the  business  of 
the  licensee,  such  statement  to  contain  the  information  relating  to  such 
activities  required  by  Section  2  of  this  regulation.   In  lieu  and  in  satis- 
faction of  this  requirement,  an  association  may  file  such  report  directly  with 
the  agency. 

SECTION  4.   Statements  Open  to  Public  Inspection.    All  statements  re- 
quired to  be  filed  by  this  regulation  shall  be  considered  public  records  and 
shall  be  open  to  public  inspection. 
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P  REGULATIONS 

OF 
DIVISION  OF  BANKS  AND  LOAN  AGENCIES 

DISCLOSURE  OF  LOBBYING  ACTIVITY 


SECTION  1.   Definitions .   As  used  in  this  regulation  the  following  terms 
shall  mean: 

"Lobbying  activity",  any  activity  undertaken  for  the  purpose  of  influ- 
encing, either  directly  or  indirectly  through  an  agent  or  any  other  interme- 
diary,  Department  of  Banking  and  Insurance,  Division  of  Banks  and  Loan  Agen- 
cies, hereinafter  referred  to  as  "agency"   or  any  official  thereof  to  take  or 
to  refrain  from  taking  any  official  action. 

"Official",  any  officer,  member  or  employee  of  agency. 

"Official  contact",  any  meeting,  hearing  (other  than  a  public  hearing 
required  by  law),  telephone  conversation,  or  written  or  other  communication, 
or  portion  of  any  of  the  foregoing,  between  a  licensee  and  an  official,  the 
purpose  of  which  is  to  influence  the  agency  or  any  official  thereof  to  take 
or  to  refrain  from  taking  any  official  action.   "Official  contact"  shall  not 
include  the  making  of  a  mere  request  for  inforamtion  nor  the  filing  of  a 
written  application,  return,  report,  petition,  or  other  public  record  re- 
quired by  law  to  be  filed  either  1)  at  regular  periodic  intervals,  2)  at  the 
request  of  the  agency  or  3)  as  a  precondition  for  any  official  action  of  the 
agency. 
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"Official  action",  any  action  of  the  agency  or  any  official  thereof 
which  the  same  is  authorized  or  directed  by  law  to  take  in  its  or  his  of- 
ficial capacity  as  such,  including  but  not  limited  to  any  ruling,  regulation, 
investigation,  or  administrative  enforcement  or  disciplinary  proceeding. 

"Licensee",  any  person  or  business  holding  a  license  granted  by  this 
agency. 

"Reporting  date",   June  30,  1973,  and  each  following  December  31  and 
June  30. 

"Reporting  period",   six  months. 

"Expend"  or  "expenditure",  shall  include  provision  of  goods  services  or 
other  things  of  value. 

"Sum  expended",  shall  include  the  fair  market  value  of  any  such"  goods, 
services  or  things  of  value. 

"Gift  or  gratuity",  any  sum  of  money,  goods,  services  or  other  things  of 
value  such  as  meals,  refreshments,  transportation,  accommodations  or  enter- 
tainment donated  or  furnished  free  of  charge  or  for  less  than  fair  market 
value. 
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I  hereby  certify  that  all  statements  contained  on  this  reporting  form  and 
all  Schedules  required  to  be  attached  hereto  are  true  to  the  best  of  my  knowl- 
edge and  belief  and  are  hereby  made  subject  to  the  penalties  of  perjury. 


Date 


President 
Secretary 
Other  authorized  officer  (specify) 
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Report  Required  by 

Regulations  of 

Division  of  Banks  and  Loan  Agencies 

• 

DISCLOSURE  OF  LOBBYING  ACTIVITIES 

To  the  Commissioner  of  Banks : 

This  report  is  submitted  in  compliance  with  the  Regulations  of  the  Division 
of  Banks  and  Loan  Agencies  issued  on  December  28,  1972,  requiring  disclosure  of 
sums  expended,  official  contacts  made,  and  gifts  or  gratuities  provided  in  con- 
nection with  lobbying  activities  with  said  Division. 

(1)   Name  of  business  ("licensee")  : 


(2)  Business  address 


c 


(3)   Reporting  period: 


(4)   Total  sum  expended  on  lobbying  activities  undertaken  for  the  purpose 
of  influencing  official  actions  of  said  Division. -__ 


(5)  Did  the  licensee  attempt  to  influence  the  outcome  of  any  official 

action  of  said  Division  during  the  reporting  period? 

(If  answer  is  "yes",  attach  Schedule  L-l.) 

(6)  Did  the  licensee  make  any  official  contacts  with  said  Division  or  any 

official  or  employee  thereof  during  the  reporting  period?  

(If  answer  is  "yes",  attach  Schedule  L-2.) 

(7)  Did  the  licensee  give  or  provide  any  gift  or  gratuity  to  any  'fficial 

or  employee  of  said  Divsion  during  the  reporting  period? 

(If  answer  is  "yes",  attach  Schedule  L-3.) 

(8)  Did  the  licensee  make  any  expenditures  of  ten  dollars  or  more,  other 
than  those  listed  in  Schedule  L-3,  in  connection  with  lobbying  activities  during 

the  reporting  period? 

(If  answer  is  "yes",  attach  Schedule  L-4.) 

(9)  Is  the  licensee  a  member  of  an  association  which.:  (a)  is  organized  to 
promote  the  interests  of  the  regulated  business  of  the  licensee;  (b)  engaged 
during  the  reporting  period  in  lobbying  activities  on  behalf  of  ,  or  related  to, 
matters  substantially  affecting  said  business;  and  (c)  has  not  notified  the 
licensee  in  writing  that  such  association  has  filed  or  will  file  with  said  Divi- 
sion a  report  of  such  lobbying  activities? 

(If  answer  is  "yes",  attach  Schedule  L-5.) 


(over) 
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COMMONWEALTH  OF  MASSACHUSETTS 


Division  of  Banks  and  Loan  Agencies 
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DISCLOSURE  OF  LOBBYING  ACTIVITIES 


SCHEDULE  L-l:    Official  Actions 


Name  of  business  ("licensee") : 
Reporting  period: 


List  below  all  official  actions  of  the  Division  of  Banks  and  Loan  Agencies 
which  the  licensee  attempted  to  Influence  through  lobbying  activities  during 
the  reporting  period.   In  each  case,  describe  the  official  action  and  specify 
the  intended  result  of  such  lobbying  activities  and  the  total  sum  expended. 


1.   Description  of  official  action: 


Intended  result: 


2.   Description  of  official  action: 


Intended  result; 


Intended  result: 


Intended  result: 


5.   Description  of  official  action: 


Intended  result: 


_Sum  expended 


3.   Description  of  official  action: 


Sum  expended: 


4.   Description  of  official  action: 


Sum  expended; 


Sum  expended :_ 


Sum  expend  ed:_ 


(Attach  additional  sheets  if  necessary  to  list  all  official  actions.) 
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COMMONWEALTH  OF  MASSACHUSETTS 

Division  of  Banks  and  Loan  Agencies 

DISCLOSURE  OF  LOBBYING  ACTIVITIES 
SCHEDULE  L-2:   Official  Contacts 

Name  of  business  ("licensee") : 

Reporting  period: 


List  below  all  official  contacts  between  the  licensee  and  officials  or  em- 
ployees of  the  Division  of  Banks  and  Loan  Agencies  undertaken  during  the  reporting 
period  for  the  purpose  of  influencing  any  official  action  of  said  Division,  offi- 
cials or  employees. 

In  each  case,  specify  the  date  and  time  of  day,  place  (or  if  not  a  personal 
contact,  the  type  of  communication),  the  names  of  all  individuals  representing 
both  the  licensee  and  the  Division,  and  the  official  actions  discussed. 


1.   Date: Time: 

Place  (or  type  of  communication)  : 

Persons  representing  licensee: 


Persons  representing  Division: 


2.      Date: Time: 

Place   (or   type  of   communication) : 

Persons   representing  licensee: 


Persons    representing  Division: 


Official   action: 


3.   Date: Time: 

Place  (or  type  of  communication)  : 

Persons  representing  licensee: 


Persons  representing  Division: 


Official  action; 


A.   Date: Time; 

Place  (or  type  of  communication) : 

Persons  representing  licensee: 


Persons  representing  Division: 


Official  action: 


(Attach  additional  sheets  if  necessary  to  list  all  official  actions.) 
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Schedule  L-3 


9-2.6 


COMMONWEALTH  OF  MASSACHUSETTS 


Division  of  Banks  and  Loan  Agencies 


DISCLOSURE  OF  LOBBYING  REGULATION 


SCHUDULE  L-3:   Gifts  and  Gratuities 


Name  of  business  ("licensee") : 
Reporting  period: 


List  below  all  gifts  or  gratuities  given  or  provided  by  the  licensee  to  any 
official  or  employee  of  the  Division  of  Banks  and  Loan  Agencies  during  the  re- 
porting period. 

In  each  case,  specify  the  date  of  presentation,  an  exact  description,  the 
value  and  the  name  of  the  recipient. 


1.   Date: 


Description: 


Value ; 


Recipient : 


2 .   Date : 


Value :_ 
3. 


Date 


Recipient : 


Description^ 


Description: 


Value :_ 
4. 


Date: 


Recipient 


Description^ 


Value :_ 
5. 


Date; 


Recipient :_ 


Description^ 


Value: 


6.   Date: 


Recipient :_ 


Description^ 


Value:_ 
7. 


Date: 


Recipient^ 


Description^ 


Value; 


8.   Date: 


Recipient : 


Description^ 


Value : 


Recipient: 


v 


(Attach  additional  sheets  if  necessary  to  list  "all  gifts  and  gratuities.) 


wr*- 


Schedule  L-4 

9-2  7 

COMMONWEALTH  OF  MASSACHUSETTS 

Division  of  Banks  and  Loan  Agencies 
DISCLOSURE  OF  LOBBYING  ACTIVITIES 
SCHEDULE  L-4:   Lobbying  Expenditures 


Name  of  business  ("licensee")  :_ 
Reporting  period: 


List  below  every  individual  expenditure  of  ten  dollars  or  more,  other  than 
those  reported  on  Schedule  L-3,  made  by  the  licensee  during  the  reporting  period 
in  connection  with  lobbying  activities  undertaken  to  influence  any  official  ac- 
tion of  the  Division  of  Banks  and  Loan  Agencies. 

In  each  case,  specify  the  date,  the  nature  and  amount  of  such  expenditure 
and  the  official  action  sought  to  be  influenced. 


1.   Date: Amount: 

Nature: 


Official  action: 


2.   Date: Amount: 

Nature: 


Official  action: 


3.   Date: Amount: 

Nature: 


Official  action: 


4.   Date: Amount: 

Nature: 


Official  action: 


5.   Date:__ Amount: 

Nature: 


Official  action: 


6.   Date: Amount; 

Nature: 


Official  action: 


7.   Date: . Amount 

Nature: 


Official  action: 


8.   Date: Amount; 

Nature:     


Official  action: 


(Attach  additional  sheets  if  necessary  Lo  list  all  expenditures.) 
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Schedule  L-5 


9-2.8 


COMMONWEALTH  OF  MASSACHUSETTS 
Division  of  Banks  and  Loan  Agencies 

DISCLOSURE  OF  LOBBYING  ACTIVITIES 

SCHEDULE  L-5:   Lobbying  Activities  of  Associations 


Name  of  business  ("licensee")  : 

Reporting  period: 


For  each  association  of  which  the  licensee  is  a  member  and  which  engaged 
in  otherwise  unreported  lobbying  activities  on  behalf  of,  or  in  connection  with 
matters  substantially  affecting  the  business  of  the  licensee,  identify  the  as- 
sociation, its  business  address,  and  all  information  relating  to  such  lobbying 
activities  as  is  required  to  be  detailed  by  Schedules  L-l,  L-2,  L-3  and  L-4. 


1.   Name  of  association^ 
Business  address: 


a.   Total  sum  expended: 


- 


b.   Official  actions:  _  M 


c.   Official  contacts: 


d.   Gifts  and  gratuities 


e.   Expenditures: 


2. 


(Attach  additional  sheets  if  necessary  to  list  all  required  information.) 

8^ 
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References  No.   9-3    Exciusive  Lease  As  re  orients 


Since  decisions  on  branch  applications  are  based  up;;n  a  determination 
of  "public  convenience  and  necessity",  it  would  indeed  be  unfortunate  for 
that  determination  to  be  frustrated  by  private  agree'..  *:its.   Exclusive 
lease  provisions  and  restrictive  covenants  which  have  the  effect  of  reg- 
ulating or  limiting  competition  have  coir.e  to  the  attention  of  my  office, 
and  we  would  like  to  determine  the  prevalence  and  scope  of  such  practices. 

The  use  by  banks  and  credit  unions  of  exclusive  lease  provisions 
and  other  restrictive  covenants  affecting  the  location  of  competing  bank 
offices  is  a  matter  of  serious  concern  to  the  Department  for  two  reasons: 
(1)  such  arrangements  frustrate  competition  and  are  antithetical  to  the 
public  interest  objective  of  promoting  new  branches  to  serve  the  con- 
venience and  advantage  of  bank  customers;  (2)  the  use  of  such  arrangements 
if  may  expose  a  bank  to  antitrust  liability  under  federal  law  (restraint  of 

trade,  monopolization,  or  unfair  methods  of  competition)  and  therefore 
constitute  an  unsafe  or  unsound  practice. 

Restrictive  arrangements  of  concern  to  the  Department  include, 
but  are  not  limited  to,  situations  such  as  those  in  the  following  examples 

(I)     A  landlord  or  lessor  agrees  not  to  lease,  consent  to 
sublease  or  sell  land  or  facilities  to  a  competitor 
of  a  bank  tenant  or  lessee,  or,  any  such  competitive 
use  is  conditioned  on  the  prior  consent  of  the  ban!; 
tenant  or  lessee. 

(T.I)     A  bank  as  owner  or  lessor  of  any  property,  either 

directly  or  indirectly  through  affiliated  companies, 
individuals,  or  trusts,  refuses  to  sell  or  lease 
such  property  on  reasonable  terms  to  another  bank  or 
financial  institution  of  any  kind. 

(Ill)     A  bank  includes  in  the  deed  of  any  property  sold 

by  it  a  covenant  restricting  the  buyer  from  selling 
or  leasing  the  property  to  any  bank  or  other  finan- 
cial institution. 


S"5 


9-3.1 


The  above  examples  are  presented  solely  to  illi:';trfite  Lhe  :;copa  ai! 
the  Department's  concern  about  restrictive  arrangctr.criLs  rather  than  as 
an  exhaustive  list  of  types  of  such  arrangements  or  understandings. 

Pending  the  outcome  of  this  study  all  banks  and  credit  unions  av« 
encouraged  to  desist  from  cntcriiig  into  or  promulgating  any  such  rer.c  Lc- 
tive  arrangement  as  of  this  date  and  to  siakc  every  possible  effort  t-i 
eliminate  at  the  earliest  possible  time  any  restrictive  arrangement  to 
v/hich  they  are  presently  a  party. 


Bate:   7/1/79 

Restatement  of  letter  9/17/76 
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i^Ki\   -i^  The  Commonwealth  of  Massachusetts 

■^mUf  ADmmiSlRATWB  boiletin 


OFFICE  OF  THE  COffilSSIOffR  OF  BWKS 


Reference  No.     13-1  Mashpee 


■A^^ji^r^^x«i?v<r!3--*c 


- 


Members  of  the  House  Ways  and  Means  Committee  of  the  General  Court 
discussed  with  me  the  Town  of  Mashpee' s  financial  problens  resulting 
from  the  Indian  Council's  suit.   As  a  result  of  their  concerns,  I 
expressed  a  willingness  to  write  to  you,  one  of  the  banks  having 
mortgages  in  the  Town,  to  encourage  you  to  continue  to  act  with  for- 
bearance in  this  difficult  situation. 

Foreclosure  is  one  area  of  great  concern.   I  expressed  the  view 
that  banks  could  be  expected  to  consider  that  problem  on  a  case  by 
case  basis  and  that  banks  would  not  be  anxious  to  foreclose  because 
the  bank  could  not  sell  the  property  under  present  conditions  and 
R.I. P.  is  a  non-earning  asset. 

The  representatives  were  also  quite  concerned  about  the  inablility 
of  individuals  to  sell  their  property  and  the  dire  financial  straits 
tf         that  this  has  caused  some  people.   The  Department  recognizes  that 

making  mortgage  loans  on  your  part  may  be  difficult  given  your  respon- 
sibilities to  depositors  and  stockholders.   However,  to  the  extent  that 
you  can,  I  trust  that  the  bank  will  be  taking  positive  action  to 
prevent  additional  personal  hardship  in  a  time  of  economic  uncertainty 
for  the  Town. 

A  further  concern  is  the  fear  that  banks  that  usually  bid  on  the 
Town's  tax  anticipation  notes  will  not  do  so  this  year.   If  your  bank 
has  in  the  past  bid  on  these  notes  and  will  be  doing  so  this  year,  I 
recommend  that  you  communicate  to  the  selectment  of  the  Town  your 
policy  so  that  anxiety  over  this  problem  can  be  alleviated. 

I  know  that  you  have  acted  with'  forbearance  up  to  now  and  that 
the  dragging  out  of  this  case  is  difficult  for  everyone  involved.   I 
solicit  your  cooperation  with  the  Town  and  its  residents  for  your  mutual 
benefit. 


Date:   7/1/79 

Restatement  of  letter  lp/17/77 


&■> 


[o||§&S$  The  Commonwealth  of  Massachusetts 

JW0i  ■     ADMINISTRATIVE  BULLETIN 

« 

OFFICE  OF  THE  CGffllSSIONER  OF  BANKS 


Reference  No-   13-la    Mashpee 


Several  selectmen  and  residents  of  the  Town  of  Mashpee  recently 
met  with  me  and  representatives  of  the  Governor's  office  to  discuss 
the  Town's  financial  problems  resulting  from  the  Indian  Council's  suit. 
As  a  result  of  their  concerns,  I  expressed  a  willingness  to  write  to 
you,  one  of  the  banks  having  mortgages  in  the  Town.   Many  of  their 
fears  would  be  alleviated  if  they  knew  how  the  banks  were  going  to  react. 

Foreclosure  seemed  to  be  the  area  of  greatest  concern-   I  expressed 
the  view  that  banks  would  consider  that  problem  on  a  case  by  case  basis. 
I  explained  that  banks  are  not  anxious  to  foreclose  (1)  because  of  the 
problems  involved,  (2)  they  are  not  in  the  real  estate  business,  and 
(3)  R.I. P.  is  a  non-earning  asset.   In  addition,  I  pointed  out  that 
banks  have  obligations  as  prudent  lenders  to  exercise  restraint  on  the 
foreclosure  of  residential  mortgages  where  inability  to  pay  is  due  to 
adverse  economic  conditions  and  is  a  condition  where  relief  might  be 
available  and  effective.   Such  restraint  is  not  only  good  banking  prac- 
tice, especially  under  the  unusual  conditions  in  Mashpee,  but  is  con- 
sistent with  the  provisions  of  the  Housing  Authorization  Act  of  1976 
(Public  Law  94-375)  which  extended  the  Homeowners'  Relief  Act  to 
October  1,  1977. 

The  selectmen  were  also  quite  concerned  about  foreclosures  on 
commercial  loans  (i.e.  real  estate  developers)  due  to  reduced  cash  flows 
resulting  from  the  suit.   The  Department  recognizes  ths.t  forbearance  an 
your  part  may  be  difficult  in  discharging  your  responsibilities  to  de- 
positors and  stockholders.   However,  to  the  extent  that  you  can  grant 
forbearance  to  mortgagors,  the  bank  will  be  taking  positive  action  to 
prevent  additional  personal  hardship  in  a  time  of  economic  uncertainty 
for  the  Town. 

I  would  suggest  that  you  communicate  to  the  selectmen  of  the  Town 
of  Mashpee  what  your  policy  is  and  will  be.   This  knowledge  would  help 
allay  many  of  the  fears  of  the  residents.   The  thought  was  -expressed  by 
the  group  meeting  with  me,  that  they  wanted  to  meet  before  any  serious 
problems  arose.   I  pass  that  prudent  thought  on  to  you.   I  solicit  your 
cooperation  with  the  Town  and  its  residents  for  your  mutual  benefit. 


Date:   7/1/79 

Restatement  of  letter  11/18/76 
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EDWARD    J.    KING 
GOVERNOR 

GERALD  T.    MULLIGAN 
COMMISSIONER 


'^ 
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July  8,  1981 


To  The  Individual  or  Institution  Addressed: 

Attached  is  a  copy  of  the  Division  of  Bank's  Administrative  Bulletin  13-2B,  which 
sets  forth  final  state  standards  governing  adjustable  rate  mortgage  loans  (ARMs) . 
This  bulletin  supercedes  Administrative  Bulletins  13-2A,  13-3A,  and  13-4A  and  the  ARM 
standards  established  therein. 

The  final  standards  differ  in  several  respects  from  proposed  standards  drafted 
by  the  Division  and  distributed  for  comment  on- May  27,  1981.   These  include: 


- 


(1)  The  effective  date  of  the  new  standards  is  established.   The  standards  are 
to  take  effect  immediately,  although  a  three-month  grace  period  is  provided 
for  lenders  issuing  loans  under  previous  ARM  standards. 

(2)  Rate  adjustment  procedures  are  clarified. 

C3)  Definitions  relating  to  rate  review,  rate  adjustment,  and  payment  adjustment 
are  clarified.   In  particular,   the  dates  of  rate  adjustment,  which  are 
necessary  to  establish  adjustment  intervals,  are  considered  those  dates  on 
which  a  new  rate  of  interest  is  applied  to  outstanding  principal. 

(4)  Discussion  related  to  payment  adjustment  procedures  is  modified  to  highlight 
the  fact  that  these  are  subject  to  certain  statutory  limitations.   This 
stems  from  a  variety  of  inquiries  on  the  subject  of  negative  amortization, 
which,  in  the  Division's  view,  is  not  readily  available,  except  in  certain 
situations,  to  state-chartered  depository  institutions  under  the 
Massachusetts  General  Laws. 

Any.  policy  questions  relating  to  this  Administrative  Bulletin  should  be  directed  to 
John  Keerwagen  (617)  727-0529.  Any  questions  regarding  compliance  should  be  directed  to 
Hal  Norton  (617)  727-3141. 


truly  yours, 


^VJKo, 


'Gerald  T.  Mulligan 


(X 


' 


EDWARD  J.  KING 

GERALD  T.  MULLIGAN 
co«M!Ss«o.\£a 


cnrcs? 


April  16,   1982 


TO  THE  INDIVIDUAL  OR  INSTITUTION  ADDRESSED: 

In  response  to  various  inquiries,  the  Division  of  Banks  is  authorizing  the 
following  rate  adjustment  mechanism  for  adjustable  rate  mortgages  (ARKs)  : 

"Adjustment  according  to  the  movement  of  the  weekly  average 
yield  on  United  States  Treasury  securities  adjusted  to  a 
constant  maturity  of  five  years,  as  published  by  the  Federal 
Reserve  Board." 

This  action  is  taken  pursuant  to  authorities  granted  under  Section  70  of      (, 
Chapter  167  and  Section  60  of  Chapter  183  of  the  Massachusetts  General  Laws,  and 
it  is  effective  immediately.   It  is  intended  primarily  to  allow  state-chartered 
institutions  to  participate  in  ARM  Plan  Six  of  the  Federal  National  Mortgage 
Association,  although  use  of  the  index  need  not  be  restricted  to  this  program. 
Importantly,  the  new  index  should  be  considered  an  addition  to  those  previously 
authorized  under  "Rate  Adjustment  Mechanism"  of  the  Divisions  Adminiscrative 
Bulletin  13-2B,  Adjustable  Rate  Mortgages,  until  such  time  as  the  Bulletin  may 
be  rewritten. 

Inquiries  have  also  been  made  regarding  use  of  graduated  payment  features  in 
connection  with  fixed  or  adjustable  rate  mortgages.   State-chartered  institutions 
are  authorized  to  make  mortgage  loans  with  graduated  paynent  features  in  accordance 
with  Section  35  of  Chapter  168,  Section  24  of  Chapter  170,  Section  24  of  Chapter  - 
171,  or  Section  55  of  Chapter  172.   These  statutes  impose  various  conditions  and 
restrictions  on  graduated  payment  mortgages  (GPMs) ,  and  they  should  be  consulted 
prior  to  initiating  a  GPM  program.   Please  be  advised  that,  pursuant  to  the  GPM 
statutes,  the  Division  defines  a  "conventional  mortgage"  as  one  which  amortizes  on 
a  positive  basis  throughout  the  life  of  the  loan. 

truly  yours, 


raid  T.  Mulligan^     / 


CTM/emc 


(-, 


- 


The  Commonwealth  of  Massachusetts 
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ADMINISTRATIVE  BULLETIN 


__  OFFICE  OF  HE  CCFWISSIONER  OF  BANKS 


Reference  No.         For  inclusion  with  13-2B 
September  25,  1985    Adjustable  Rate  Mortgages 

TO  THE  INDIVIDUAL  OR  INSTITUTION  ADDRESSED: 


Chapter  224  of  the  Acts  of  1985  overriding  the  Garn-St. 
Germain  preemption  of  state  authority  to  regulate  alternative 
mortgages  takes  effect  on  October  1,  1985.   The  Division  of  Banks 
has  been  working  closely  with  industry  representatives  to  develop 
new  guidelines  to  replace  Administrative  Bulletin  13-2B.   These 
guidelines  will  not  be  ready  by  October  1,  however.   Therefore, 
authority  is  hereby  granted  to  state-chartered  banks  to  continue  to 
write  alternative  mortgage  instruments  under  the  appropriate 
regulations  permitted  by  the  Depository  Institutions  Act  of  1982. 
This  includes  Administrative  Bulletin  13-2B  which  remains  in  effect 
for  those  institutions  writing  adjustable  rate  mortgages  under  its 
provisions.   This  authority  will  remain  in  effect  only  until  the  new 
guidelines  from  this  Office  are  issued. 

Very  truly  yours, 


BOMJ  A<(- & 


OCT  2  9 1985 

chusett* 

Depository  Copy 


Commissioner 


0 


The  Commonwealth  of  Massachusetts 

" ADMINISTRATIVE  BULLETIN 


t*r 


OFFICE  OF  THE  CCWISSICrlER  OF  RANKS 


Reference  No, 


13-2B 


Adjustable  Rate  Mortgages 


MEMORANDUM  ON  ADJUSTABLE  RATE  MORTGAGES 


AUTHORITY 


APPLICABILITY 


DESCRIPTION 


Section  70  of  Chapter* 167  of  the  General  Lavs  of  the  Commonwealth 
authorizes  the  Commissioner  of  Banks  to  impose  conditions  and 
restrictions  on  certain  variable  rate  mortgage  loans  offered  by 
state-chartered  depository  institutions.   Section  60  of  Chapter 
183  authorizes  the  Commissioner  to  impose  conditions  and 
restrictions  on  certain  mortgage  notes  which  will  not  amortize 
attendant  loans  by  maturity.   Pursuant  to  these  authorities,  the 
Commissioner  herein  establishes  standards  governing  adjustable 
rate  mortgages  generally.   The  standards  supercede  related 
standards  previously  established  in  Administrative  Bulletins 
13-2A,  13-3A,  and  13-4A. 

The  conditions  and  restrictions  outlined  in  this  Administrative 
Bulletin  apply  to  adjustable  rate  mortgages  secured  by  first  liens 
on  one-to-four  family  properties  occupied  or  to  be  occupied  in 
whole  or  in  part  by  the  borrowers.   Such  loans  include  those  made 
or  acquired  by  state-chartered  institutions  pursuant  to  Section  70 
and  Section  71  of  Chapter  167  and  those  loans  subject  to  Section 
60  of  Chapter  183. 

This  Administrative  Bulletin  is  effective  immediately  and  thus 
applies  to  adjustable  rate  mortgages  for  which  applications  are 
received  on  or  after  July  8,  1981.   However,  lending  institutions 
may  continue  to  issue  commitments  In  connection  with  loans  made 
under  Administrative  Bulletins  13-2A,  13-3A,  and • 13-4A  until 
September  30,  1981. 

Loans  addressed  by  this  Administrative  Bulletin  are  of  two  types, 
both  of  which  are  considered  adjustable  rate  mortgages.   One  type 
envisions  a  long-term  note  on  which  the  rate  of  interest  is 
periodically  adjusted  over  the  life  of  the  note.   The  other  type 
envisions  a  short-term  note  which  is  written  at  a  fixed  rate  of 
interest  and  which  Is  renewed  or  extended  upon  maturity  at  a  new 
rate  of  interest.   This  latter  type,  previously  addressed  in  a 
separate  Administrative  Bulletin,  is  now  addressed  in  the  same 
Bulletin  as  long-term  notes  because  of  the  similarity  of  the 
instruments.   To  that  end,  the  maturity  dates  of  short-term  notes 
shall  coincide  with  the  rate  adjustment  dates  normally  associated 
with  long-term  notes. 


for:-:  of  note 


O 


Neither  Che  note  nor  any  rider  attached  thereto  nor  any  other  lo 
document  shall  include  a  provision  which  states  that  the  rate 
adjustment  procedures  and  limitations  governing  the  loan  nay      V 
change  upon  some  future  action  not  directly  controllable  by  the 
borrower,  including  sale  of  the  loan  or  changes  in  governing   -  - 
statutes  or  standards.   The  loan  documents  may,  however,  provide 
for  the  lender  to  select  a  new  index  for  rate  adjustments  if  the 
originally  selected  index  is  no  longer  available.   Any  such 
provision  shall  ensure  that  the  substitute  index  will  have 
characteristics  similar  to  the  original  index  or  be  based  on 
similar  information  and  that  the  borrower  will  be  notified  of 
the  index  substitution. 


Further,  any  short-term  note  used  in  an  adjustable  rate  mortgage 
loan  shall  be  renewed  or  automatically  extended  upon  maturity, 
unless  declined  by  the  borrower  for"  purposes  of  prepaying  the 
loan.   The  only  changes  in  the  initial  terms  and  conditions  of 
the  loan  which  may  be  effected  through  note  renewal  or  extension 
shall  be  changes  in  the  interest  rate  and  regular  payments. 


RATE  ADJUSTMENTS 


FREQUENCY  OF 
PATE  ADJUSTMENTS 


All  rate  adjustment  procedures  and  limitations  shall  apply  to  the 
simple  or  contract  rate  of  interest  on  the  note,  not  the  annual 
percentage  rate.   No  fees  shall  be  charged  in  connection  with  rate 
adjustments  and,  if  short-term  notes  are  used,  with  note  renewal 
or  extension.  - 

C 

If  for  rate  adjustments  the  lender  is  using  an  authorized  index 
beyond  his  direct  control,  the  first  rate  adjustment  shall  be  at 
a  predetermined  date  no  sooner  than  six  months  after  closing.. 
Subsequent  adjustments  shall  be  at  fixed  intervals,  stated  in 
the  loan  documents,  of  no  less  than  six  months.   If  the  lender  is 
using  his  own  mortgage  rate  for  rate  adjustments,  the  first 
adjustment  shall  be  at  a  predetermined  date  no  sooner  than  three 
years  after  closing.   Subsequent  adjustments  shall  be  at  fixed 
intervals,  stated  in  the  loan  documents,  of  no  less  than  three 
years. 


NOTIFICATION 
REQUIREMENTS 


The  lending  institution  shall  give  the  borrower  at  least  thirty 
days  notice  of  rate  adjustments.   The  lender  shall  specify  the 
applicable  rate  of  interest,  give  an  explanation  of  the  rate 
adjustment,  and  otherwise  undertake  procedures  to  ensure  effective 
notification.   As  confirmation  that  proper  rate  reviews  and 
adjustments  have  been  conducted,  notice  shall  be  given  whether  the 
rate  has  increased,  decreased,  or  remained  the  sane. 


RATE  ADJUSTMENT 
LIMITATIONS 


Adjustments  in  the  rate  of  interest  shall  be  limited  in  the 
following  manner  outlined,  as  appropriate,  in  the  loan  documents'i 

(1)  Any  rate  increase  warranted  by  the  selected  rate  adjustment 
mechanism  shall  be  at  the  option  of  the  lender;  any  rate, 
decrease  warranted  by  the  selected  rate  adjustment  mechanism 
shall  be  mandatory. 


(2)  The  lending  institution  may,  but  need  not,  impose  standards 
for  minimum  rate  adjustments.  If  done,  minimum  limitations 
for  rate  increases  shall  equal  minimum  limitations  for  rate 
decreases. 

.  (3)  If  for  rate  adjustments  the  lender  is  using  an  authorized 
index  beyond  his  direct  control,  the  lender  may,  but  need 
not,  impose  standards  for  maximum  rate  adjustments.   If 
done,  maximum  limitations  for  rate  increases  shall  equal 
maximum  limitations  for  rate  decreases. 

(4)  If  the  lender  is  using  his  own  mortgage  rate  for  rate  adjust- 
ments, maximum  rate  increases  at  any  one  adjustment  date 
shall  be  limited  to  100  basis  points  times  the  number  of 
years  in  the  adjustment  interval  but  in  no  event  more  than 
500  basis  points; . required  decreases  warranted  by  the  rate 
adjustment  mechanism  shall  be  subject  to  the  same  numerical 
limitations.   The  lender  may,  but  need  not,  impose  maximum 
rate  adjustment  limitations  which  are  less  than  the  maximum 
adjustments  specified  herein.   If  done,  maximum  limitations 
for  rate  increases  shall  equal  maximum  limitations  for  rate 
decreases. 

RATE  ADJUSTMENT 

MECHANISM  Subject  to  the  above  limitations,  adjustments  in  the  rate  of 

m  interest  shall  be  in  accordance  with  one  of  the  following 

mechanisms  specified  in  the  loan  documents: 

(1)  Adjustment  according  to  the  movement  of  the  national  average 
contract  rate  on  mortgage  loans  closed  for  the  purchase  of 
previously  occupied  homes  by  all  major  types  of  lenders 
("Contract  Interest  Rate,  Purchase  of  Previously  Occupied 
Homes,  National  Average  for  All  Major  Types  of  Lenders") , 

as  published  by  the  Federal  Home  Loan  Bank  Board.   Lenders 
who  have  been  using  previously  authorized  indices  ("Effective 
Rate,  All  Loans"  or  the  FHA  maximum  rate)  may  continue  to  use 
these  indices  for  new  loans. 

(2)  Adjustment  according  to  the  movement  of  an  irtdex  which  the 
Commissioner  may  determine  appropriate  given  the  needs  of 
borrowers  and  the  secondary  mortgage  market. 

(3)  Adjustment  to  a  rate  not  exceeding  the  lender's  then  current 
contract  or  simple  rate  on  new  loans  of  similar  type. 

If  the  lender  is  using  an  index  beyond  his  direct  control,  any 
increase  in  the  rate  of  interest  shall  not  be  more  and  any 
decrease  shall  not  be  less  than  the  increase  or  decrease, 
respectively,  in  the  index,  subject  to  selected  rate  adjustment 
^1  limitations.   The  index  values  to  be  used  in  the  rate  adjustments 

shall  be  the  most  current  available  as  of  dates  which  are 
specified  in  the  loan  documents  and  which  allow  for  proper 
notification  of  the  borrower.   The  lender  shall  use  the  raw  and 
not  rounded  or  averaged  values  of  the  selected  index  to  compute 
rate  adjustments;  the  lender  may,  however,  apply  consistent  and 
equitable  rounding  procedures  to  the  newly  computed  rates  or 
rate  changes. • 


>> 


In  using  an  index,  the  lender  nay,  but  need  not,  adopt  a  policy 
of  accumulating  and  carrying  over  changes  in  the  index  which 
are  warranted  but  which  are  not  taken  either  at  the  option  of 
the  lender  or  because  they  are  too  large  or  too  small  in  light 
of  selected  rate  adjustment  limitations.   This  policy  may  be 
presented  in  several  manners  but  shall  provide  that  resultant 
changes  in  the  note  rate  are  subject  to  the  rate  adjustment 
limitations  outlined  herein. 


If  the  lender  is  using  his  own  mortgage  rate  for  rate  adjustments, 
policies  and  procedures  for  implementing  this  adjustment  mechanism 
shall  be  applied  as  consistently  as  practicable  and  shall  not  be 
manipulated  by  the  lender  solely  to  produce  favorable  rate 
adjustments  over  any  short  period  of  time.   Further,  dates  for 
calculating  rate  adjustments  shall  be  specified  in  the  loan 
documents  and  be  sufficient  to  provide  proper  notification  of 
the  borrower. 


PAYMENT  ADJUSTMENT 
MECHANISM 


If  at  the  date  of  rate  calculation  the  lender  is  not  offering 
new  loans  of  similar  type,  adjustments  in  the  rate  may  be  made 
to  a  rate  not  exceeding  the  most  current  available  value  of  an 
index  otherwise  authorized  herein.  Alternatively,  adjustments 
in  the  rate  may  be  made  to  achieve  the  same  numerical  difference 
between  the  note  rate  and  the  index  as  existed  upon  closing  of 
the  loan.  One  of  these  two  contingency  procedures  shall  be 
specified  in  the  loan  documents  and  adhered  to  throughout  the 
loan. 
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Subject  to  statutory  limitations  on  loan  maturity  and  amortization, 
adjustments  in  the  rate  of  interest  shall  be  effected  through 
adjustments  in  the  amount  of  the  regular  payments  due  from  the 
borrower,  adjustments  in  the  number  of  such  regular  payments,  or 
adjustments  in  the  amount  of  principal  owed.   The  loan  documents 
shall  specify  a  single  system  of  payment  adjustment  (which  may 
involve  more  than  one  of  the  aforementioned  mechanisms)  or  shall 
specify  a  combination  of  mechanisms  from. which,  at  each  rate 
adjustment,  the  borrower  may  choose. 


PREPAYMENT 
PENALTY 


For  adjustable  rate  mortgages  written  on  one-to-three  family,, 
owner-occupied  properties,  there  shall  be  no  penalty  for 
prepayment  of  principal  except  as  may  be  allowed  under  Section 
56  of  Chapter  183  of  the  General  Laws. 


APPLICATION 
DISCLOSURE 


Application  materials  regarding  adjustable  rate  mortgages  shall 
comply  with  the  requirements  of  Section  17B  of  Chapter  184  of 
the  General  Laws.   In  addition  to  the  rate  of  interest  to  be 
charged,  application  materials  shall  specify  the  circumstances 


under  which  the  rate  may  increase  and  any  limitations  on  the 


! 


increase.   Application  materials  may  also  contain  optional 
information*,  including  numerical  examples  of  rate  adjustments 
and  historical  data  on  the  selected  rate  adjustment  mechanism. 
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(  i   -:S CLOSURE 


Truth- in-Lending  materials  relating  to  adjustable  rate  mortgages 
shall  comply  Kith  state  or  federal  requirements,  as  applicable. 


OPTIONAL 
FEATURES 


Without  hereby  limiting  the  options,  adjustable  rate  mortgages 
nay  provide  optional  features  not  otherwise  specified  herein, 
including  prepayment  without  penalty,  mortgage  assurcability  or 
portability,  discounts  off  conventional  mortgage  rates,  or  open 
lines  of  credit  drawn  against  the  borrower* s  equity  in  the 
mortgaged  property. 


K5M0RASDUM 
CHANGES 


The  conditions  and  restrictions  outlined  in  this  Administrative 
Bulletin  may  change  at  some  future  date  at  the  discretion  of  the 
Commissioner. 
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The  Commonwealth  of  Massachusetts 


ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COMMISSIONER  OF  BANKS 


Reference  No.  13-2C  (Revised) 
Reissued:  March  15,  1986 


Adjustable  Rate  Mortgages 
Effective:  April  7 ,  1986 


MEMORANDUM  ON  ADJUSTABLE  RATE  MORTGAGE  LOANS 


AUTHORITY 


) 


APPLICABILITY 


Paragraph  10  of  Subsection  B  of  Section  2  of  Chapter  167E 
of  the  Massachusetts  General  Laws  authorizes  the 
Commissioner  of  Banks  to  impose  conditions  and 
restrictions  on  certain  variable  rate  mortgage  loans 
offered  by  state-chartered  depository  institutions. 
Section  60  of  Chapter  183  authorizes  the  Commissioner  to 
impose  conditions  and  restrictions  on  certain  mortgage 
notes  which  will  not  amortize  attendant  loans  by 
maturity.  Chapter  224  of  the  Acts  of  1985 -overrides  the 
Federal  preemptions  in  the  Garn-St.  Germain  Depository 
institutions  Act  of  1983  relative  to  alternative 
mortgages.  Pursuant  to  these  authorities,  the 
Commissioner  herein  establishes  standards  governing 
adjustable  rate  mortgage  loans.  These  standards 
supersede  related  standards  previously  established  on 
adjustable  rate  mortgage  loans. 

The  conditions  and  restrictions  outlined  in  this 
Administrative  Bulletin  apply  to  adjustable  rate  mortgage 
(also  referred  to  herein  as  ARM)  loans  secured  by  first 
liens  on  one-to-four  family  properties  occupied  or  to  be 
occupied  in  whole  or  in  part  by  the  borrowers. 
Owner-occupancy,  and  therefore  applicability,  is 
determined  when  the  loan  application  is  reviewed  as  a 
non-commercial  loan.  Such  loans  include  those  made  or 
acquired  by  state-chartered  depository  institutions 
pursuant  to  Paragraph  10  of  Sections  2  of  Subsection  B  of 
Chapter  167E  and  those  loans  subject  to  Section  60  of 
Chapter  183  of  the  Massachusetts  General  laws.  Any  sale 
of  mortgage  loans  or  the  servicing  of  that  mortgage  loan 
must  be  subject  to  the  continued  applicability  of  these 
guidelines.  "Non-Securitized"  loan  participations  are 
also  subject  to  the  guidelines  even  where  the  whole  loans 
are  held  by  a  non-regulated  originator. 
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These  guidelines  do  not  apply  to  certain  types  of 
variable  rate  loans  at  the  present  time.  The  types  of 
loans  are:  open-end  lines  of  credit;  "bridge"  loans; 
construction  loans;  and  any  other  type  of  temporary 
financing,  excluding  balloon  mortgages,  intended  by  the 
parties  to  be  of  short  duration.  Commercial  loans 
-  partially  secured  by  a  first  lien  on  an  owner-occupied 
property  and  intended  for  non-consumer  business  purposes 
are  also  excluded. 

Loans  that  are  fully  secured  by  a  first  lien  on 
applicable  property  occupied  by  the  mortgagor  are  subject 
to  the  guidelines  unless  the  criteria  considered  in 
granting  the  loan  was  that  reviewed  for  a  non-consumer 
loan.  It  is  the  lender's  responsibility  to  fully 
document  the  criteria  considered  for  these  loans.  This 
data  must  be  made  available  for  bank  examiner's  review. 

This  Administrative  Bulletin  is  effective  April  7,  1986 
and  applies  to  adjustable  rate  mortgage  loans  for  which 
applications  are  received  on  or  after  that  date. 

DESCRIPTION        An  adjustable  rate  mortgage  loan  has  features  —  usually 

the  payment,  the  term,  or  the  principal  balance  —  which 
can  change  to  reflect  a  change  in  the  interest  rate.  The 
interest  rate  can  change  at  previously  scheduled 
intervals  to  reflect  the  movement  of  a  regional  or 
national  index  measuring  prevailing  market  rates  and 
conditions  in  accordance  with  rules  and  procedures 
specified  in  the  loan  product  description  and  contract 
documents.  The  conditions  and  restrictions  herein 
identify  parameters  to  the  selection  of  those  rules  and 
procedures.  Both  long-term  notes  where  short-term 
non-amortizing  or  partially-amortizing  loans  written  at  a 
fixed  rate  or  interest  which  is  renewed  or  extended  upon 
maturity  at  a  new  rate  of  interest  are  addressed  herein. 
If  an  adjustable  rate  mortgage  loan  design  component  or 
adjustment  procedure  is  not  permitted  in  these 
guidelines,  it  cannot  be  used  until  or  unless  express 
authority  has  been  granted  by  the  Commissioner.  Because 
it  is  the  intent  of  this  restriction  to  encourage 
stabilization  of  adjustable  rate  mortgage  designs  but  not 
to  discourage  product  innovation,  all  requests  for 
advisory  rulings  or  additions  to  these  guidelines  will  be 
handled  expeditiously. 
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1.00  ADJUSTABLE  RATE  MORTGAGE  LOAN  PRICE  STRUCTURE 

1.01  General  Description.  All  adjustable  rate  mortgage  loan 
prices,  or  interest  rates,  must  be  based  on  the  sum  of 
the  value  of  a  specific  index  at  a  particular  point  in 
time  plus  a  margin.  The  lender  may  select  the  point  in 
time  during  the  application  process  that  the  index  is 
fixed  and  the  initial  interest  rate  of  the  loan  is  set  or 
may  allow  the  borrower  to  do  so.  The  term  "application 
process"  includes  the  time  between  the  submission  of  a 
completed  loan  application  and  closing.  The  margin 
selected  may  be  a  positive  number,  a  negative  number,  or 
zero. 

1.02  Index .  A  mortgagee  may  use  as  an  interest  rate  index  any 
regional  or  national  measure  of  market  rates  of 
interest.  The  index  used  may  be  either  a  single  value  as 
of  a  particular  date  or  a  moving  average  of  a  particular 
measure  of  rate  change  over  a  particular  period  of  time. 
In  either  case,  the  index  selected  must  be  readily 
available  to  and  verifiable  by  the  borrower  and  beyond 
the  control  of  the  mortgagee  or  any  one  bank. 

In  selecting  an  index  for  a  particular  adjustable  rate 
mortgage  loan  product,  the  mortgagee  will  identify  the 
name  of  the  index  and  the  name  of  the  publication  where 
it  can  be  found  in  either  the  mortgage  note  or  in  the 
mortgage  product  description  sheet  required  by  Section 
(6.04).  The  Division  will  equally  enforce  the 
requirements  of  this  section  whether  they  are  set  out  in 
the  mortgage  note  or  in  the  mortgage  product  description 
sheet.  The  term  "most  recently  available  index"  will 
mean  that  value  most  recently  published  in  the  designated 
publication  prior  to  the  rate  setting  or  rate  adjustment 
time. 

1.03  Margin.  A  mortgagee  may  choose  any  number  of  percentage 
points  to  add  to  the  index  value  as  a  margin  at  the  time 
the  adjustable  rate  mortgage  loan  product  is  designed. 
The  chosen  margin  is  integral  both  to  the  structure  of 
the  ARM  loan  product  design  and  any  one  loan  and  must 
remain  constant. 
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1.04  Amortization  Requirements.  The  loan  may  be  fully 
amortized,  partially  amortized,  or  non-amortized  for  up 
to  the  first  ten  years,  but  payments  must  then  amortize 
over  the  remaining  term  of  the  loan  as  required  by 
section  3A  of  Chapter  167 E  of  the  Massachusetts  General 
Laws. 

1.05  Introductory  Discounts .  A  mortgagee  may  offer  a  mortgage 
loan  where  the  initial  interest  rate  on  the  mortgage  loan 
is  less  than  the  sum  of  the  most  recently  available  index 
value  plus  the  margin,  but  only  when  no  cash  payment  has 
been  made  to  reduce  the  interest  rate.  In  that  case,  the 
initial  rate  is  determined  to  be  an  "introductory 
discount"  and  must  be  referred  to  as  such  in  all 
advertising  and  promotional  materials  along  with 
information  about  the  regular  price  of  the  mortgage  loan 
and  information  regarding  the  term.  In  no  case  may  the 
amount  of  interest  discounted  at  origination  be  carried 
over  or  deferred  to  a  future  adjustment. 

2.00  ADJUSTABLE  RATE  MORTGAGE  LOAN  OPTIONS 

2.01  General  Description.  The  ARM  price  structure  (the  most 
recently  available  index  value  plus  the  margin)  may  be 
modified  either  at  origination  or  at  the  time  of  rate 
adjustment  according  to  rules  and  procedures  specified  by 
any  of  the  following  permissable  loan  options  if  included 
in  the  note  at  origination. 

2.02  Buy down .  A  "buydown"  is  defined  as  being  a  temporary  or 
permanent  reduction  in  the  interest  rate,  below  the  sum 
of  the  index  value  plus  the  margin,  that  is  purchased 
with  a  cash  payment  to  the  mortgagee  by  either  the 
borrower  or  a  third  party.  This  cash  payment  may  or  may 
not  be  in  the  form  of  "points"  over  and  above  those 
permitted  the  underwriter  for  reimbursement  of  reasonable 
underwriting  expenses  or  the  additional  points  that  may 
be  charged  to  reimburse  the  underwriter  for  expenses  paid 
by  the  underwriter  for  the  sale  of  a  mortgage  loan  in  the 
secondary  market,  as  provided  for  in  Administrative 
Bulletin  13-5  and  any  subsequent  amendments  to  it. 
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This  cash  payment  must  be  placed  in  an  escrow  account. 
The  payment  differential  between  the  index  value  plus  the 
margin  and  the  bought-down  interest  rate  shall  be  drawn 
from  this  account  on  a  periodic  basis  during  the  term  of 
the  buydown.  The  loan  contract  must  be  written  at  the 
index  value  plus  the  margin  and  must  contain  specific 
information  about  the  source  and  the  amount  of  the 
buydown.  The  rules  and  procedures  for  the  operation  of 
the  buydown  and  the  administration  of  the  escrow  account 
must  be  specified.  If  the  loan  is  prepaid  before  the  end 
of  the  buydown  period,  the  remaining  balance  in  the 
escrow  account  must  be  returned  to  the  borrower. 

2.03  Rate  Caps.  A  mortgagee  may  choose  to  limit  the  amount 
that  the  interest  rate  on  an  adjustment  rate  mortgage 
loan  product  may  change  at  each  adjustment  and/or  over 
the  life  of  the  loan.  The  caps  may  be  applied  to  either 
the  base  interest  rate  or  the  introductory  rate,  but  the 
chosen  method  and  maximum  capped  rate  must  be  clearly 
identified  in  the  note.  Each  payment  adjustment  should 
be  considered  separately  from  every  other  adjustment  and 
should  be  independently  calculated  as  required  in  Section 
(3.03A)  before  being  modified  by  the  periodic  rate  cap. 

2.04  -  Payment  Caps.  Increases  in  the  monthly  mortgage  payment 

that  are  indicated  by  increases  in  the  interest  rate  of 
the  loan  may  be  limited  by  per  adjustment  payment  caps. 
If  negative  amortization  results,  the  loan  balance  may 
increase  by  that  same  amount  up  to  the  maximum 
loan-to-value  limitations  permitted  by  law.  if  another 
appraisal  is  requested  by  either  the  bank  or  the  borrower 
for  the  purpose  of  establishing  a  new  value  to  permit  a 
higher  level  of  negative  amortization,  the  party 
requesting  the  appraisal  shall  pay  for  it.  As  an 
alternative  to  negative  amortization,  the  term  of  the 
loan  may  be  extended  up  to  the  maximum  term  allowed  by 
law. 

2.05  Convertibility.  An  adjustable  rate  mortgage  loan  may 
include  a  provision  allowing  the  mortgagor  to  elect  to 
convert  the  mortgage  from  an  adjustable  rate  to  a  fixed 
rate  loan.  No  fees  or  points  may  be  charged  for 
exercising  a  loan  conversion  option. 
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3.00   INTEREST  RATE  ADJUSTMENT:   CALCULATION  AND  NOTIFICATION 

3.01  General  Requirement.  Any  change  made  in  the  interest 
rate  on  an  adjustable  rate  mortgage  loan  over  the  life  of 
the  loan  must  be  directly  attributable  to  the  movement  of 
the  index  in  accordance  with  a  formula  specified  in  the 
original  note.  The  exception  is  discussed  in  Section 
(4.02).  No  fees  or  points  may  be  charged  in  connection 
with  an  adjustment  except  for  the  reappraisal  fee  when 
permitted  by  Section  (2.04). 

3.02  Adjustment  Interval.  The  minimum  adjustment  interval 
permitted  by  statute  is  six  months.  All  adjustment 
intervals  should  be  of  equal  length,  except  that  the 
first  adjustment  interval  may  be  of  unequal  length  if 
necessary  to  establish  a  master  adjustment  schedule. 

3.03  Adjustment  Calculation.  The  adjustment  calculation  must 
be  based  on  the  most  recently  available  index  as  defined 
in  Section  (1.02)  of  these  guidelines.  The  adjustment 
calculation  should  include  the  following: 

A.  New  index  Value  +  Margin  =  New  Base  Rate. 

B.  The  new  base  rate  calculated  in  (A.)  above  should  be 
modified  if  required  by  any  selected  loan  options  as 
discussed  in  Section  (2.00). 

C.  Adjustments  made  to  the  payment,  loan  balance,  or 
term  due  to  the  rate  change  as  provided  for  in  the  loan 
design  and  loan  documents  should  be  calculated.  If 
negative  amortization  will  result,  the  principal  balance 
at  the  time  of  the  next  scheduled  adjustment  will  be 
included  in  the  notice  required  in  Section  (3.04). 

All  rounding  must  be  to  the  nearest  one-eighth  percent  at 
the  conclusion  of  the  adjustment  calculation.  No  minimum 
index  movement  may  be  required  to  justify  a  rate 
adjustment  calculation.  Rate  increases  are  optional; 
rate  decreases  are  mandatory,  within  limits  permitted  by 
applicable  rate  caps. 
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3.04  Timing  and  Notice  of  Adjustment.  The  Adjustment 
Calculation  shall  be  based  on  the  most  recently  available 
index  on  a  fixed  number  of  days,  at  least  30  but  not  more 
than  60  days,  prior  to  the  interest  rate  change  date. 
The  number  of  days  selected  shall  be  included  in  the 
mortgage  note.  A  written  notice  shall  be  mailed  to  the 
borrower  prior  to  the  scheduled  adjustment  and  shall 
include  all  of  the  details  of  the  adjustment  calculation 
required  in  Section  (3.03)  including  the  actual 
mathematical  calculations . 

3.05  Index  Replacement.  If  the  selected  index  ceases  to  be 
available  during  the  life  of  the  loan,  another  index  of 
approximately  the  same  volatility  shall  be  selected  by 
the  mortgagee.  In  these  cases  the  margin  specified  in 
the  loan  documents  will  be  rendered  inapplicable,  and  the 
value  of  the  substitute  index  at  the  time  the  loan  was 
originated  will  be  identified  and  subtracted  from  the 
base  interest  rate  to  calculate  the  replacement  margin. 
The  index  and  the  replacement  margin  will  be  used  in 
calculating  subsequent  interest  rate  adjustments.  All 

.  originally  selected  loan  options  shall  remain  in  effect. 

3.06  Index  Selection  and  Margin  calculation.  If,  in  the  case 
of  a  balloon  payment  mortgage  written  under  section  60  of 
Chapter  183  of  the  Massachusetts  General  Laws,  where  the 
borrower  chooses  to  have  the  mortgage  loan  extended  and 
an  index  and  margin  were  not  identified  in  the  original 
note,  the  index  for  the  extended  loan  will  be  that  ind^x 
most  frequently  used  for  other  ARMS  being  written  by  the 
institution.  The  margin  should  be  calculated  by 
determining  the  difference  between  the  index  value 
effective  on  the  date  the  note  was  written  and  the 
interest  rate  in  that  note.  Adjustment  calculations 
should  then  follow  the  procedures  set  out  in  Section 
(3.03). 

4.00  PAYMENT  ADJUSTMENT:   CALCULATION  AND  NOTIFICATION 

4.01   Connected  with  Rate  Change.  Payment  adjustments  which 
are  directly  attributable  to  rate  changes  shall  be  made 
in  accordance  with  the  procedures  set  out  in  Section 
(3.00). 


) 
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4.02   Connected  with  Amortization  Requirements.  Payment 

adjustments  made  necessary  either  to  meet  requirements  to 
fully  amortize  a  loan  after  a  certain  period  of  time  or 
because  the  limitations  on  negative  amortization  provided 
for  in  Section  (2.04)  have  been  reached,  may  take  place 
with  at  least  30  days  notice  to  the  borrower.  Such 
notification  shall  be  in  writing  and  shall  contain  a  full 
explanation  of  the  circumstances  that  have  led  to  the 
payment  change  and  how  long  that  payment  will  be  in 
effect . 

5.00  PRODUCT  DESIGN  AND  APPLICATION  PROCESSING 

5.01  Designing  an  ARM  Loan  Product.  Any  unique  combination  of 
the  elements  of  an  adjustable  rate  mortgage  loan 
discussed  in  sections  (1.00),  (2.00),  and  (3.00) 
constitutes  a  singular  loan  product.  Once  selected,  all 
of  these  elements  are  fixed.  The  number  of  points  to  be 
charged  is  also  considered  integral  to  the  product  and 
"must  remain  constant.  Each  separate  loan  product  must 
then  be  separately  identified  by  name  or  number.  The 
loan  application  and  the  note  shall  include  this 
identification.  If  any  element  of  the  loan  product 
changes,  the  result  is  a  different  loan  product  which 
must  have  its  own  name  or  number. 

The  actual  numeric  interest  rate  on  the  loan  is  not  one 
of  the  elements  that  is  fixed  at  the  time  of  product 
design.  Rather,  the  method  by  which  the  interest  rate 
will  be  established  and  the  time  which  the  actual 
interest  rate  will  be  determined  is  the  product  design 
element  that  must  remain  constant. 

5.02  ARM  Application  Processing.  For  the  purpose  of 
establishing  exactly  which  mortgage  product  the  consumer 
is  applying  for,  all  application  forms  for  adjustable 
rate  mortgage  loans  shall  have  spaces  provided  for  the 
identification  of  the  specific  loan  product  being 
requested.  For  the  purposes  of  establishing  a  base  point 
from  which  to  measure  performance  under  Section  (5.03), 
all  application  forms  for  adjustable  rate  mortgage  loans 
shall  have  spaces  provided  for  the  date  that  the 
application  has  been  deemed  complete. 
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Lenders  may  establish  their  own  requirements  for  what 
constitutes  a  completed  application  under  these 
guidelines  except  in  cases  where  a  fee  has  been  charged 
to  the  borrower.  In  those  cases,  an  application  will  be 
deemed  complete  on  the  date  that  the  fee  becomes 
nonrefundable  in  whole  or  in  part. 

5.03   ARM  Product  Availability  Limitations.  The  loan  product 
applied  for  must  be  made  available:   (1)  if  an 
application  form  for  a  particular  adjustable  rate 
mortgage  loan  is  accepted  by  the  mortgagee;  (2)  if  the 
applicant  has  provided  all  information  requested  by  the 
mortgagee  within  30  calendar  days  of  the  request;  (3)  if 
a  loan  applicant  and  the  applicable  real  estate 
collateral  both  meet  all  of  the  credit  and  regulatory 
standards  for  the  loan  product  applied  for;  and,  (4)  if 
the  loan  is  closed  within  90  calendar  days  of  the  date 
the  application  is  deemed  complete;  provided,  however, 
that  if  the  failure  to  close  within  said  ninety  days  is 
due  to  the  mortgagee,  any  agent  thereof,  or  any  attorney 
protecting  the  interest  of  the  mortgagee,  then  such  loan 
product  shall  continue  to  be  available  beyond  said  ninety 
days.'  If  subsequent  requests  by  the  mortgagee  for 
additional  information  beyond  that  originally  requested 
makes  it  impossible  for  the  applicant  to  complete  the 
application  process  within  30  days,  the  timetable  in  (2) 
and  (4)  above  will  be  extended  to  30  and  90  days  after 
the  request  for  additional  information  was  made.  If  an 
applicant  does  not  meet  the  above  time  limits,  and  the 
product  is  no  longer  available,  the  borrower  will  be  so 
informed  and  will  be  given  the  opportunity  to  signify  in 
writing  the  desire  to  have  the  application  considered  for 
a  different  loan  product. 


6.00  DISCLOSURE  REQUIREMENTS 


• 


6.01   General  Description.  The  purpose  of  the  requirements  in 
this  section  is  to  insure  that  consumers  get  sufficient 
.  information  about  available  loan  products  in  a  timely 
manner  and  in  a  form  that  facilitates  comparison 
shopping.  Unlike  fixed  rate  loans  that  have  limited 
variations,  there  are  numerous  adjustable  rate  mortgage 
loan  types  with  many  important  differences.  Complete 
information  on  the  pricing  structure,  loan  options,  and 
adjustment  procedures  of  the  various  adjustable  rate  loan 
types  will  assist  consumers  in  identifying  the  type  of 
loan  product  which  meets  their  needs  while  not  exceeding 
their  ability  to  assume  either  risk  or  debt. 
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Consequently,  the  requirements  under  this  section  are  not 
specifically  oriented  towards  the  disclosure  of  a 
particular  initial  interest  rate  or  towards  other 
cost-of -credit  issues  that  are  now  required  under  federal 
and  state  Truth-in-Lending  requirements.  These 
requirements  are  separate  from  and  in  addition  to  the 
,  Truth-in-Lending  requirements. 

6.02  The  Consumer  Handbook  on  ARMS  put  out  by  the  Federal 
Reserve  Board  and  the  Federal  Home  Loan  Bank  Board  must 
be  available  in  the  offices  of  the  mortgagee  at  all  times 
and  must  be  given  to  a  consumer  if  and  when  they  first 
request  adjustable  rate  mortgage  information. 

6.03  An  Index  Information  Sheet  that  graphs  or  charts  the 
movement  of  the  indices  used  by  the  mortgagee  will  be 
provided  with  the  handbook  discussed  in  Section  (6.02) 
above.  This  sheet  shall  use  the  most  recent  ten  year 
history  of  each  index  or,  if  an  index  has  been  published 
for  less  than  ten  years,  a  complete  history.  The  purpose 
of  this  sheet  is  to  better  enable  the  consumer  to 
understand  the  potential  risks  and  rewards  of  different 

indices  with  varying  volatility.  The  format  for  f 

conveying  this  information  is  not  specified  here; 
however,  lenders  are  encouraged  to  aggressively  seek 
effective  ways  of  transmitting  this  information  so 
consumers  can  understand  it  and  use  it. 

6.04  A  mortgage  product  description  sheet  must  be  made  readily 
available  with  the  Consumer  Handbook  on  ARMS  and  an  index 
information  sheet.  No  particular  format  is  required,  and 
examples  of  suitable  formats  for  particular  product 
offerings  are  found  at  the  end  of  the  Consumer  Handbook 
on  ARMS  and  in  Appendix  A  of  these  guidelines.  However, 
the  format  must  include  detailed  information  on  product 
design  elements  and  monthly  payment  amounts.  The  monthly 
payment  amounts  found  in  these  examples  are  for  one  year 
adjustable  rate  loans.  They  should  be  changed  to  reflect 
variations  in  products  offered.  If  the  lender  offers 
different  loan  products  for  primary  and  secondary  homes, 
for  purchase  money  mortgages  and  refinances,  and/or  for 
different  loan-to-value  ratio  loans,  the  lender  may  issue 
different  mortgage  product  description  sheets  for 
different  groups  of  loans. 
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One  column  on  at  least  one  of  the  mortgage  product 
description  sheets  should  be  used  for  each  different 
mortgage  product  offered  by  the  mortgagee.  The  product's 
identifying  name  or  number  as  required  by  Section  (5.01) 
of  these  guidelines  should  be  provided  at  the  top  of  that 
column.  The  effective  date  of  the  information  to  be 
included  and  a  statement  as  to  the  extent  of  the 
applicability  of  the  products  described  should  be 
provided  on  the  top  of  the  sheet.  The  timing 
requirements  to  insure  availability  of  the  loan  product 
discussed  of  Section  (5.03)  should  be  included 
prominently  on  the  description  sheet.  All  payment 
information  may  be  stated  per  $1,000  loan  amount  with 
instructions  to  multiply  by  the  desired  loan  amount 
rounded  to  the  nearest  $1,000. 

6.05   Telephone  Inquiries.  Any  consumer  telephoning  a 

mortgagee  relative  to  available  adjustable  rate  mortgage 
loans  must  be  informed  about  the  availability  of  the 
items  described  in  Sections  (6.02),  (6.03),  and  (6.04) 
above. 

7.00  MI SCELLANEOUS 
) 

7.01   Reverse  Mortgages.  These  guidelines  are  not  intended  to 

prohibit  the  development  of  reverse  mortgage  loan 

products  which  advance  the  approved  loan  amount  to  the 

consumer  in  periodic  payments  over  the  term  of  the  loan 

and  come  due  only  when  the  entire  amount  has  been 

advanced  in  payments  or  used  to  pay  interest. 
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APPENDIX  A 
ADJUSTABLE  RATE  MORTGAGE  PRODUCTS  AVAILABLE  FOR 

OWNER-OCCUPIED,  HOMES 

%  DOWNPAYMENT 


r 


(Insert  dates  applications  will  be  received  for  and  statement  of 
conditions  for  insuring  continued  availability  of  loan  products 
listed  below. ) 


Mortgage  A     Mortgage  B 
Name  or  Number  Name  or  Number 


BASIC  LOAN  PRICE  STRUCTURE 

Adjustment  Period 

Index  Used 

Margin 

Points 

When  is  the  interest  rate  fixed  for 
the  first  period? 

Size  of  Introductory  Discount 

(if  any) 
How  long  will-  the  discount  last? 

LOAN  OPTIONS 

Interest  rate  caps:  periodic 

lifetime 


Payment  caps 

Negative  amortization 

Convertibility  or  prepayment  privilege 

Other  routine  fees  and  charges 

MONTHLY  PAYMENT  AMOUNTS  (Stated  per  $1000  of  loan  at 
the  current  interest  rate.) 
What  will  happen  to  the  monthly  payment 
per  $1000  of  loan  be  if  the  index  rate: 

-  stays  the  same 

-  goes  up  2% 

-  goes  down  2% 

What  will  happen  to  the  monthly  payment 
per  $1000  of  loan  be  after  three  years  if 
the  index  rate: 

-  stays  the  same 

-  goes  up  2%  per  year 

-  goes  down  2%  per  year 


( 
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MICHAEL  S.  DUKAKIS 
GOVERNOR 

PAUL  E  BULMAN  0  - .  ,  rf«T\f\N 

COMMISSIONER  COLlxGNW 

January   5 ,    1984  ^ 

To  the  Chief  Executive  Officer  of  the  Institution  Addressed: 


To  the  Chief  Executive  Officer  of  the  Institution  Addressed:  „u,icott< 

University  of  Massacnuseu 

RE:  Administrative  Bulletin  13-5  Mortgages:  Points,  fees,  etcy'aw     ..^  p00y 
Section  63  of  Chapter  183,  Massachusetts  General  Laws        QepOSlW  uv^ 

1.  When   the   Division    i*<tiiPri   Administrating   Rnnpfrin    13-5   "f^pparan^ym 

on  Regulating  the  charging  pf  Points  in  certain  Mortgage  Jran^rtinrjc,','  as 
authorized  by  Section  63  of  Chapter  183  of  the  Massachusetts  General  Laws, 
it  attempted  to  set  one  point  as  a  maximum  amount  to  be  charged  for  new 
mortgages  unless  the  mortgages  were  to  be  sold  in  the  secondary  mortgage 
market. 

2.  If  the  Mortgages  are  to  be  sold,  the  statute  clearly  allows  for  the 
reimbursement  of  any  commitment  or  other  fees  paid  or  to  be  paid  by  the 
mortgagee  for  the  intended  purposes  of  selling  mortgage  loans  in  the  secon- 
dary mortgage  market.  The  use  of  standard  documentation  is  covered  by  the 
first  point  charged  and  does  not  justify  additional  point  charges.  Any 
additional  point  charges  are  to  be  based  on  fees  paid  or  to  be  paid  for  the 
intended  purpose  of  selling  the  mortgages.  If  there  is  no  fee  paid  or  to 
be  paid,  then  there  should  be  no  additional  points  charged. 

3.  The  purpose  of  this  letter  is  to  remove  any  lingering  mispercep- 
tions  and/or  confusion  regarding  this  Division's  effort  to  insure 
compliance  with  Section  63  of  Chapter  183  of  the  Massachusetts  General 
Laws.  Therefore,  effective  immediately,  the  Commissioner  finds  that  one 
point  constitutes  reasonable  reimbursement  for  initial  direct  costs  for 
originating  or  underwriting  expenses.  Points  in  excess  of  one  must  be 
justified  by  commitment  fees,  delivery  fees  and/or  other  expenses  incurred 
or  anticipated  in  the  course  of  selling  the  mortgages  in  the  secondary 
market. 

4.  Finally,  the  Division  will  monitor  point  charging  practices  chiefly 
through  its  regular  process  of  examination  and  expects  strict  adherence  to 
these  standards.  If,  based  on  an  examination  or  information  obtained  from 
other  sources,  the  Divison  believes  that  a  mortgage  lender  may  be  violating 
Section  63,  it  will  so  inform  the  lender  and  encourage  a  change  in  the 
lender's  policy.  Where  a  lender  is  unresponsive,  punitive  measures 
available  to  the  Commissioner  under  the  General  Laws  may  be  imposed  or  the 
matter  may  be  referred  to  the  Attorney  General  of  the  Commonwealth  for 
further  action. 

^Vgrx truly  yours^ 
Paul  E.  Bulman 
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MASSACHUSETTS  GENERAL  LAWS,  CHAPTER  183 

Section  63:  Charging  of  Points  or  Fees  in  Residential  Mortgage 
Transactions 

A  mortgagee  doing  business  in  the  commonwealth  shall  not  charge  a  loan 
fee,  finder's  fees,  points,  so  called,  or  similar  fees  in  a  mortgage  tran-' 
saction  involving  a  residential  property  of  four  or  less  units  and  occupied 
or  to  be  occupied  in  whole  or  in  part  by  the  mortgagor,  except  to  the 
extent  such  fees  or  points  constitute  reimbursement  for  reasonable  origi- 
nating or  underwriting  expenses,  as  determined  by  the  commissioner, 
incurred  by  the  mortgagee  and  reimbursement  for  any  commitment  or  other 
fees  paid  or  to  be  paid  by  the  mortgagee  for  the  intended  purposes  of 
selling  mortgage  loans  in  the  secondary  mortgage  market;  provided,  however, 
that  this  section  shall  not  apply  to  loans  guaranteed  in  whole  or  in  part 
by  the  Veterans  Administration,  loans  insured  by  the  Federal  Housing 
Administration,  or  other  loans  subject  to  governmental ly  imposed  interest 
rate  ceilings,  as  determined  by  the  commissioner.  ^ 


vl! 


MICHAEL     S.  DUKAKIS 

GOVERNOR 

PAUL     E.  BULMAN 

COMMISSIONER 


■/OO  ^asntwic&fe,  !^b<eel,   3So^/on  02202 


March  15,   1986 


* 


To  the  Executive  Officer  of  the  Institution  Addressed: 

A  recent  review  of  Administrative  Bulletin  13-5  has  resulted  in  a 
clarification  set  forth  below  of  the  maximum  fees  or  "points"  a  mortgage 
lender  may  charge  for  refinancing  or  rewriting  existing  first  or  second 
mortgage  loans  involving  a  residential  property  of  four  or  less  units  and 
occupied  or  to  be  occupied  in  whole  or  i'n  part  by  the  mortgagor. 

Massachusetts  General  Laws  Chapter  183,  Section  63  prohibits  any  fee 
other  than  reasonable  originating  or  underwriting  expenses  or  expenses 
involved  with  participation  in  the  secondary  mortgage  market. 

Accordingly,  paragraph  3  of  the  Standards  Section  of  Administrative 
Bulletin  13-5,  dated  September  29,  1980,  is  hereby  amended  to  read  as 
follows : 

(3) (a)  One  point  for  a  first  or  second  mortgage 
loan  rewritten  or  refinanced  for  an 
existing  mortgage  customer.  A  rewritten  or 
refinanced  mortgage  loan  is  one  that 
requires  originating  or  underwriting 
services  similar  to  an  original  mortgage 
loan  application. 

(b)  No  points  for  the  revision  of  terms  of  any 
existing  loans ,  pursuant  to  Massachusetts 
General  Laws  Chapter  167E,  Section  6(4). 

It  should  be  noted  that  neither  Massachusetts  General  Laws  Chapter  183, 
Section  63  nor  this"  amendment  to  Administrative  Bulletin  13-5  limits  direct 
charges  or  expenses  incurred  which  are  typically  billed  at  the  closing  of  a 
mortgage  loan,  such  as  credit  reports,  appraisals,  and  attorney  fees. 


Paul  E.  Bulman 
Commissioner  of  Banks 
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EDWARD    J.    K(NG 
covrRNo?? 

GERALD  T.   MULLIGAN 

COMViSSICNiS 


'IS' 
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September   29,    1980 


To    the    Individual   or   Institution  Addressed 


• 


Please  find  enclosed  a  copy  of  the  final  memorandum  prepared 
by  the  Division  of  Banks  in  regard  to  the  new  Section  63  of  Chapter 
183  of  the  General  Laws  and  the  charging  of  points  in  certain  mortgage 
transactions. 

The  final  memorandum  differs  in  the  followirig  respects  from  a 
draft  previously  circulated: 

(1)  the  effective  date  of  the  statute  and  the  memorandum 
is  clarified;    .  . 

(2)  the  issue  of  points  paid  by  third  parties  is  addressed; 

(3)  the  issue  of  points  charged  to  adjust  yields  on  loans  sold 
in  the  secondary  market  is  addressed; 

(4)  guidelines  are  established  for  loans  written  for  existing 
mortgage  customers  on  new  properties; 

(5)  formal  reporting  requirements  are  eliminated  - 

Any  questions  or  requests  for  information  should  be  directed  to 
John  Heerwagen  at  the  Division  of  Banks  at.  (617)  727-0529. 


ery  truly  yours-* 
'raid  T.  KullicaiT  V 


/XV- 


Publication  //  12105~1000-3>*-9-BO 

Approved  by  John  Mantorij    Acting  Stat-   Purchasing  Agent 


r 


,^ ,..::,,.  int  Commonwealth  of  Massachusetts       ,  f 


( 

•^|ly-  ADftUMiSTSATIVE  BUIUETIN 

N£i:-:v"  '  OFFICE  OF  THE  COffllSSICNER  OF  W<& 


Kafcrence  No.   13-5     Mortgages:   Points,  fees;  etc. 


MEMORANDUM  ON  REGULATING  THE  CHARGING  OF  POINTS 
IN  CERTAIN  MORTGAGE  TRANSACTIONS 

AUTHORITY        Chapter  183  of  the  General  Laws  of  the  Commonwealth  has  been  amended 

by  Chapter  3S5  of  the  Acts  and  Resolves  of  19S0  to  include  a  Section 
63  which  prohibits  the  charging  of  loan  fees,  finders  fees,  points, 
or  similar  fees  on  certain  mortgage  transactions,  except  to  the 
extent  such  fees  or  points  constitute  reimbursement  for  reasonable 
originating  or  underwriting  expenses  or  expenses  involved  with 
participation  in  the  secondary  mortgage  market.   Section  63  also 
authorizes  the  Commissioner  (of  Banks)  to  determine  what  constitutes 
reasonable  originating  or  underwriting  expenses.   The  purpose  of  this 
memorandum  is  to  provide  interpretation  of  Section  63  and  guidance 
for  what  the  Division  of  Banks  believes  is  reasonable  for  originating 
or  underwriting  expenses. 

APPLICABILITY     Section  63  and  this  memorandum  apply  to  mortgage  transactions  executed 

on  or  after  October  1,  1980  and  involving  one-to-four  family  properties 
occupied  or  to  be  occupied  in  whole  or  in  part  by  the  mortgagors.   For 
application  of  the  statute  and  the  memorandum,  the  relevant  date  of 
the  transaction  is  considered  to  be  the.  date  at  which  the  mortgagee's 
commitment  to  rate  and  points  is  accepted  formally  by  the  mortgagor. 

The  covered  mortgage  transactions  include  first  and  certain  second  mortgage 
loans  made  by  any  mortgagee  doing  business  in  the  Commonwealth. 
Excluded  from  coverage  under  Section  63  are  loans  guaranteed  in  whole 
or  in  part,  by  the  Veterans  Administration,  loans  insured  by  the  Federal 
Housing  Administration,  and  second  mortgage  loans  subject  to  rate 
controls  under  Section  90A--90E  of  Chapter  140  of  the  General  Laws. 
Point  charges  on  these  and    other  loans  not.  covered  by  Section  63  of 
Chapter  1S3  are,  however,  subject  to  previous  memoranda  on  the 
recognition  of  point  income  when  imposed  by  state-chartered  depository 
institutions. 

Finally,  it  is  not  com  tempi  a  ted  that  the  statute -or  the  memorandum 
applies  to  mortgage  transactions  in  which  points  are  paid  voluntarily 
by  third  parties  (for  example,  builders  or  corporate  employers)  en 
behalf  of  mortgagors.   This,  however,  should  not  be  construed  as    an 
opportunity  to  circuaivent  cither  the  spirit  or  intent  of  Section  63. 
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DESCRIPTION'      Ttie  points,  expressed  as  a  percentage  of.  the  loan  amount,  and  similar 

fees  addressed  in  this  memorandum  and  contemplated  under  Section  63 
of  Chapter  183  fall  into  three  general  categories.   The  first  category 
is  points  charged  as  loan  discounts  or  other  means  of  adjusting  the  interes 
yields  on  loans.   The  second  category  is  points,  including  that  portion 
of  application  fees  not  credited  toward  payments  due  at  closing,  charged 
as  compensation  for  administrative  costs  incurred  in  originating  or 
underwriting  loans.   The  final  category  is  points  charged  as  compensation 
for  participation  in  the  secondary  mortgage  market.   The  thrust  of 
Section  63  is  to  prohibit  most  charges  under  the  first  category  while 
allowing  reasonable  charges  under  the  second  and  third. 

It  should  be  noted  that  neither  Section  63  nor  this,  memorandum  attempt  ■ 
to  limit  directly  charges  for  credit  reports,  appraisals,  attorney  fees,  or 
other  expenses  which  are  typically  billed  separately  at  the  closing  of  a 
loan.   These  are  not  related  to  the  administrative  costs  incurred  in 
originating  or  underwriting  a  loan  as  comtemplated  under  Section  63. 
Such  charges  are,  however,  addressed  in  Section  3(e)  of  Chapter  140C  and 
must,  in  accordance  with  that  statute,  be  bona  fide  and  reasonable  or 
the  excesses  are  included  in  the  finance  charge  for  disclosure  purposes. 
If  included  in  the  finance  charge,  the  itemized  charges  may  be  subject 
to  Section  63  of  Chapter  183. 

TANDARDS        According  to  Section  63  of  Chapter  1S3,  no  points  or  fees  shall  be 

charged  in  connection  with  loans  addressed  in  this  memorandum  where  such 
points  or  fees  constitute  loan  discounts  or  other  means  of  adjusting  the 
interest  yield  on  the  loans.   The  only  exception  to  this  standard  are 
cases  where  points  are  necessary  to  meet  the  yield  requirements  of 
investors  in  the  secondary  mortgage  market. 

According  to  the  same  section,  no  points,  including  that  portion  of 
application  fees  not  credited  toward  payments  due  at  closing,  shall 
be  charged  except:  to  the  extent  they  constitute  reimbursement  for 
reasonable  administrative  expenses  incurrred  in  originating  or  under- 


writing  the  subject  loans.  Such  .charges  will  be  presumed  reasonabl 
and  in  compliance  with  the  statute  as  long  as  they  do  not  exceed  th 
following  guidelines: 

(1)  One  point  for  a  first  or  second  mortgage  written  for  a  new 
mortgage  customer  or  written  for  an  existing  mortgage  customer 
on  a  new  property. 

(2)  One  and  one  half  points  for  a  first  or  second  mortgage  written 
for  a  new  mortgage  customer  or  written  for  an  existing  mortgage 
customer  on  a  new  property,  where  the  loan  involves  construction 
or  rehabilitation  of  the  property  to  be  mortgaged  and  where  the 
improvements  constitute  at  least  25  percent  of  the  market  or 
appraised  value  of  the  property  upon  completion. 

(3)  One  half  of  one  point  for  a  first  or  second  mortgage  rewritten 
or  refinanced  for  an  existing  mortgage  customer.   (Here,  points 
are  to  be  measured  against  the  entire  amount  of  the  new  loan.) 
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(4)  One  point  for  a  first  or  second  mortgage  rewritten  or  refinanced 
for  an  existing  mortgage  customer,  where  the  loan  involves 
construction  or  rehabilitation  as   defined  in  (2)  above.   (Here, 
points  are  to  be  measured  against  the  entire  amount  of  the  new 
loan.) 

(5)  One  half  of  one  point  for  a  second  mortgage  written  for  an  existing 
first  mortgage  customer  on  the  same  property. 
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(6)   One  point  for  a  second' mortgage  written  for  an  existing  first 

mortgage  customer- on  the  same  property,  where  the  loan  involves 
construction  or  rehabilitation  as  defined  in  (2)  above. 

Points  and  related  fees  to  cover  administrative  costs  may  exceed 
these  guidelines  but  only  to  the  extent  they  can  be  justified 
as  reflective  of  reasoiiable  administrative  costs  incurrred  in 
originating  or  underwriting  loans.   The  Division  of  Banks  dis- 
courages attempts  to  exceed  the  guidelines  for  administrative 
expenses,  particularly  where  these  excesses  may  be  justified  on 
the  basis  of  the  mortgage  lender  assuming  the  costs  of  credit 
reports,  appraisals,   or  other  items  typically  billed  separately 
at  closing.   Before  exceeding  the  guidelines,  the  lender  is     ,0* 
encouraged  to  attempt  to  bill  these  items  separately  according  ) 
reasonable  industry  standards.' 

Finally,  according  to  Section  63,  points  and  related  fees  may  be 
charged  to  the  extent  they  constitute  reimbursement  for  commitment  or 
other  fees  paid  or  to  be  paid  by  the  mortgage  lender  for  the  intended 
purpose  of  selling  the  subject  loans  in  the  secondary  mortgage 
market.   Here,  the  Division  of  Banks  recognises  and  is  prepared  to 
accommodate  reasonable  charges  reflecting  expenses  incurred  prior 
"  to  closing  a  loon,  expenses  incurred  subsequent  to  closing  a  loan, 
and  expenses  anticipated  but  not  actually  incurred.   Since  these 
charges  may  vary  widely,  there  is  no  attempt  to  establish  numerical 
guidelines  or  standards.   However,  the  Division  interprets  Section  63 
as  requiring  both  reasonableness  over  time  and  good  faith  intention 
to  sell.   These  broad  standards  do  not  preclude  points  charged  on 
loans  originated  but  not  sold  due  to  unfavorable  market  conditions 
or  other  events,  but  they  do  envision  a  justification  of  point 
charges  in  terms  of  actions  relating  to  specific  loans  before  and 
after  closing,  overall  experience  in  the  secondary  market,  and 
other  factors  over  time. 

The  Division  of  Banks  will  monitor  point  charging  practices  chiefly 
through  its  regular  process  of  examination.   If,  based  on  an 
examination  or  information  obtained  from  other  sources,  the  Division 
believes  that  a  mortgage  lender  may  be  violating  Section  63,  it,  -  11 
so  inform  the  lender  and  encourage  a  change  in  the  lender's  poliv 
Where  a   lender  is  unresponsive,  punitive  measures  available  to 
the  Commissioner  under  the  General  Laws  may  be  imposed  or  the  matter 
may  be  referred  to  the  Attorney  General  of  the  Commonwealth  for 
further  action. 
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DISCLOSURE       Section  63  of  Chapter  183  imposes  no  application,  Truth-in-Lertding, 

or  other  disclosure  requirements  beyond  those  already  set  forth  in 
the  General  Laws.   However,  if  a  mortgage  lender  is  charging  points 
and  similar  fees  in  excess  of  the  maximum  amounts  immediately 
allowable,  the  Division  of  Banks  encourages  the  lender  to  be  responsive 
to  any  inquiries  from  prospective  borrowers  into  the  excess  charges 
or  limitations  of  Section  63.   The  lender  is  encouraged  to  respond 
to  such  inquiries  with,  at  a  minimum,  a  statement  to  the  effect  that 
the  statute  allows  charges 'sufficient  to  cover  the  costs  of  making 
a  loan  and  that  the  charges  are  subject  to  review  and  a  finding  of 
reasonableness  by  the  Division.   It  is  believed  that  this  effort  will 
help  control  any  public  misunderstanding  of  Section  63  and  the  number 
of  inquiries  filed  with  the  Division. 

MEMORANDUM       The  guidelines  and  standards  set  forth  herein  may  change  at  some  ■ 
CHANGES         future  date  at  the  discretion  of  the  Commissioner, 
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Reference  No-   14-1     Group  Life  and  A-H  for  Debtors    All  Banks  and  Credit  Unions 

See  G.L.  Chapter  167,  Sections  56,  56B. 

Effective  August  10,  1965  the  following  guidelines  are  in  effect. 

1.  The  Board  of  Directors,  Board  of  Trustees,  Board  of  Investment,  Security 
Committee  or  Executive  Committee,  as  the  case  may  be,  shall  authorize 
and  approve  the  purchase  of  insurance  pursuant  to  said  sections. 

2.  Policies  shall  be  assigned  to  the  bank. 

3.  A  reasonable  service  charge  sufficient  only  to  defray  the  bank's 
expense  of  administration  of  such  plans  may  be  charged. 

4.  A  separate  account  shall  be  maintained  for  each  type  of  insurance  sold. 

5.  A  proper  record  of  payments  shall  be  maintained  and  included  in  what- 
ever type  of  receipt  is  given  to  the  borrower. 

6.  Every  contract  for  insurance  between  the  bank  and  insurance  company 
shall  be  approved  by  the  attorney  for  the  bank. 

7.  A  separate  liability  account  shall  be  maintained  to  record  funds  due 
to  the  insurance  company  but  not  remitted. 

8.  Premiums  shall  be  forwarded  by  the  bank  to  the  insurance  company  as 
required  by  the  terms  of  a  written  agreement  between  the  bank  and 
the  insurance  company  but  in  no  event  later  than  sixty  days  after 
receipt  by  the  bank  of  such  premiums. 

9.  Your  attention  is  directed  to  the  statutory  admonition  that  no  trustee, 
director,  officer  or  employee  of ~a  bank  shall  benefit  financially, 
directly  or  indirectly,  from  the  sale  of  such  insurance. 

10.   Your  attention  is  further  directed  to  the  statutory  condition  precedent 
to  the  issuance  of  all  such  insurance;  the  borrower  must  request  the 
insurance. 


Date:   »\v\v, 

This  restates  Guidelines  8/10/65 
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Reference  No-   18-2 


Disclosure  Directive 


All  banks  and  credit  unions  having  main  offices  within  the  Boston 
or  Springfield  Standard  Metropolitan  Statistical  Ar^fa,  as  defined  by 
the  U.S.  Department  of  Commerce,  and  also  having  deposits  of  $20  million 
or  over  must  iseport  on  their  mortgage  lending  practices  and  the  source 
of  their  deposits  by  geographic  locations  in  form/and  manner  set  out 
in  the  attached  instructions  wliich  are  a  part  of  /this  directive. 

/ 
Data  must  be  received  at  this  office  on  or /before  August  30,  1979. 
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Date:   June  8,  1979 
This  directive  replaces  directive 
issued  6/26/78  -  Mortgage  Lending  PJtec.t 
and  6/26/78  -  Deposit  Data 
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^i@^  ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  OOfHISSICNER  OF  BANK 


Reference  No.   15-1   Other  Real  Estate 


In  the  past  this  office  has  quite  routinely  extended  the  period  of  time  that 
a  bank  could  hold  real  estate  acquired  by  foreclosure  or  by  purchase  at  sales 
made  under  provisions  of  such  mortgages  or  upon  judgments  for  debts  due  to  it  or 
in  settlement  effected  to  secure  such  debt. 

Further  consideration  has  led  us  to  believe  that  extension  of  the  prescribed 
time  limitations  encourages  speculation  in  real  estate.   Speculation  in  real 
estate  should  not  be  a  usual  bank  function  and  is  not  within  the  contemplation  of 
the  relevant  statutes. 

Savings  Bank  law,  Chapter  168,  Section  54,  allows  a  holding  for  five  years 
/  and  Co-operative  Bank  law,  Chapter  170,  Section  29,  allows  a  holding  for  six 

9    years.   Providing  the  book  value  is  supporced  by  current  market  value,  both  stat- 
utes allow  the  Commissioner  to  extend  the  periods  for  holding  such  real  estate. 

Clearly  the  intent  of  the  statute  is  to  allow  for  the  orderly  divestiture  of 
the  property.   It  is  not  intended  to- allow  the  continuous  holding  of  such  prop- 
erty.  Future  requests  for  extensions  of  time  will  be  examined  closely,  and  you 
may  anticipate  that  no  extensions  will  be  granted  unless  during  the  statutory 
period  realistic  attempts  have  been  made  at  divestiture. 

It  is  recommended  that  you  consult  with  your  accountants  to  determine  proper 
methods  of  capitalizing  and/or  expensing  various  charges  relative  to  these  acqui- 
sitions.  If  you  have  had  acquisitions  which  you  later  transferred  to  Leeway 
investment,  your  accountant  should  also  be  consulted  as  to  proper  accounting 
procedure. 
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GOVERNOR 

GERALD  T.    MULLIGAN 

COMMISSIONER 


/00Uani&'u&re>'Crlreet>t  3%&s{o;ts  C22V2 


r 


i 


m 


June   14,    1979 


TO  THE  CHIEF  EXECUTIVE  OFFICER  OF  THE  BANK  ADDRESSED: 

Attached  please  find  our  disclosure  directive  dAted  June  8,  1979. 
Information  '-relative  to  deposits  is  being  collected/pursuant  to  Chapter 
167,  Section  \  of  the  Massachusetts  General  Laws.  /The  report  will  be 
treated  as  confidential  as  defined  in  the  statute/   Loan  information 
is  being  requested  under  Chapter  167,  Section  7yof  the  Massachusetts 
General  Laws.   This  information,  when  filed,  wial  be  available  to 
the  public  both  at  --£his  office  and  at  the  office  of  the  bank.   Banks 
having  an  exemption  from  Federal  Regulations/for  collecting  and 
making  available  loan\data  will  retain  that/ exemption  by  complying  with 
this  directive.   Exemption  by  the  FederalyReserve  System  will  be  sought 
for  those  banks  filing  rpr  the  first  timy. 


In  the  interest  of  consistency,  the  data  requested,  its  format,  and 
attendant  filing  procedurestare  virtually  the  same  as  those  established 
last  year.   They  are  set  forth  on  toe   attached  pages.   Only  two  changes 
in  the  disclosure  materials  hVve  been  effected.   First,  the  instructions 
have  been  rewritten  for  greate^-  olarity  and  to  facilitate  the  disclosure 
process  for  reporting  institutions.   Second,  certain  additional  acqregate 
data  have  been  requested  to  alioV  this  office  to  reconcile  the  overall 
information  reported  with  tha>c  axteilable  from  other  sources. 

T    \ 

In  order  to  complete  ^fhe  disclosure  process  in  a  reasonable  and 
timely  manner,  we  request/ that  you  return  the  enclosed  contact  sheet 
by  June  25,  1979.   We  wjlll  then  forward  detailed  instructions  and 
format  specifications  to  the  appropriate  data  processor.   If  any  questions 
arise  in  the  meantime',  please  direct  them  to  Mr.  Lindsay  Gillies  at 
(617)  727-1419. 


Thank  you 


your  cooperation. 


Veryl  truly  yours, 


I  >iAV 


;erald  T.    Mulligan  / 


.osure 
PLICATION    #    11,370-200-23-5-79-CR 
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-MipwU  The  Commonwealth  of  Massachusetts 

■%i#  ADMINISTRATIVE  BULLETIN 
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*  OFFICE  OF  THE  OOTISSIfflER  OF  BANKS 

Reference  No.   16-1    Sphere  of  Operation  Credit  Unions 


Effective  August  30,  1977  community  credit  unions  may  2mend  their 
By-Laws  to  offer  payroll  deduction  services  to  companies  located  within 
30  miles  of  their  main  office. 


Date:  *)lv\"*S 

Restatement  of  letter  8/30/77 
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The  Commonwealth  of  Massachusetts 
*  ^|f'  ADMINISTRATIVE  BULLETIN 


Reference  No.     16-2    Guidelines  for  the  Recognition  of  Point  Income:  ' 

Savings  Banks 
Commercial  Banks  and 
Credit  Unions 

Pursuant  to  the  authority  of  Chapter  167,  Section  6  of  the*Massachusetts 
General  Laws,  the  following  guidelines  are  issued  to  be  effective  November  1,.  197! 

Purpose: 

The  purpose  of  this  guideline  is  to  establish  a  uniform  standard  for 
the  accounting  of  point  income.   This  Department  revised  its  instructions  for 
the  preparation  of  annual  reports  in  order  to  comply  with  generally  accepted 
accounting  principles  (''GAAP"),  and  the  accounting  for  point  income  should  be 
consistent  with  those  principles.   Recognizing  that  "GAAP"  limits  the  amount  of 
point  income  recognized  immediately  to  that  portion  which  can  be  attributed  to 
direct  underwriting  cost  and  that  any  remainder  be  accounted  for  as  an  adjustment 
to  yield,  the  following  guideline  has  been  established: 

Guidelines: 


A.  Point  income,  to  the  extent  that  it  represents  reimbursement  of 
underwriting  cost  is  allowed  immediate  recognition  as  current  5ncome. 

B.  Any  remaining  point  income  after  deducting  underwriting  cost  should 
be  deferred,  deducted  from  the  related  loans  in  the  financial  statement  and 
amortized  to  income  over  the  loan  period  by  application  of  the  interest  method 


In  order  to  give  recognition  to  the  material  aspects  of  this  Issue, 
underwriting  costs  that  exceed  one  point  should  be  supported  In  writing  and 
available  for  examiner  review.   Beginning  November  1,  1979  point  income 
will  be  reviewed  for  compliance  and  used  in  the  calculations  which  measure  the 
dividend  paying  ability  of  the  particular  institution. 

This  guideline  is  not  intended  to  establish  perimeters  governing  the 
number  of  points  to  be  charged  or  the  average  life  of  related  portfolios,  but 
rather  to  further  support  this  Department's  commitment  to  "GAAP"  accounting. 
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Reference  No.     16   -  2a       Guidelines  for  the  Recognition  of  Point  Income 

Co-operative  Banks  •".-.• 

Pursuant  to  the  authority  of  Chapter  167,  Section  6  of  the  Massachusetts' 
General  Laws,  the  following  guidelines  are  issued  to  be  effective  May  1,  1930: 


purpose:  .  •  - 

The  purpose  of  this  guideline  is  to  establish  a  uniform  standard  for  the 
accounting  of  point  income.   This  Department  x*evised  its  instructions  for  the 
preparation  of  annual  reports  in  order  to  comply  with  generally  accepted 
accounting  principles  ("GAAP"),  and  the  accounting  for  point  income  should  be 
consistent  with  those  principles.   Pvecognizing  that  "GAAP"  limits  the  amount  of 
point  income  recognized  immediately  to  that  portion  which  can  be  attributed  to 
direct  underwriting  cost  and  that  any  remainder  be  accounted  for  as  an  adjustment 
to  yield j  the  following  guideline  has  been  established: 

Guidelines: 


A.  Point  income,  to  the  extent  that  it  represents  reimbursement  of 
underwriting  cost,  is  allowed  immediate  recognition  as  current:  income. 

B.  Any  reiriaining  point  income  after  deducting  underwriting  cost  should 
be  deferred,  deducted  from  the  related  loans  in  the  financial  statement  and 
amortized  to  income  over  the  loan  period  by  application  of  the  interest  method. 

In  order  to  give  recognition  to  the  material  aspects  of  this  issue,  underwriting 
costs  that  exceed  one  point  should  be  supported  in  writing  and  available  for  examiner 
review.   Beginning  May  1,  19S0  point  income  will  be  reviewed  for  compliance  and  used 
in  the  calculations  which  measure  the  dividend  paying  abi.lit}-  of  the  particular 
institution.   It  should  be  clear  to  all  that  the  annual  reports  filed  as  of  your 
April  bank  day  1930  should  be  in  compliance  with  "GAAP"  accounting  and,  therefore, 
should  include  any  necessary  adjustments  to  properly  reflect  point  income. 

This  guideline  is  not  intended  to  establish  perimeters  governing  the  number,  of 
points  to  be  charged  or  the  average  life  of  related  portfolios,  but  rather  to  further 
support  this  Departments  commitment  to  "GAAP"  accounting. 
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lPf;|«  T*ie  Commonwealth  of  Massachusetts 

ADMINiSTRATiVE  BULLETIN 


JffigeocramgjcNE  r  of  banks 


Reference  No.    16- 3    Penalties  -  Early  Withdrawals 


PROPER  ACCOUNTING  TREATMENT  FOR  EARLY  "WITHDRAWAL  PENALTIES 


Recently  the  subject  has  been  the  topic  of  many  inquiries  from  Examiners, 
Auditors  and  banks.  %To  date  the  American  Institute  of  Certified  Public 
Accountants  (A.I.C.P.A.)  has  not  issued  a  pronouncement  covering  the  subject. 

We  have  discussed  the  subject  with  representatives  of  some  major  C.P.A. 
firms  and  it  is  their  contention  that  monies  received  from  such  penalties 
should  be  accounted  for  in  all  income  and  expense  reports  as  a  deduction 
or  adjustment  from  interest  expense  rather  than  as  an  addition  to  income. 

F.D.I.C.  consider  such  monies  as  fines  and  to  be  included  in  the  category 
of  "all  other  income". 

We  concur  with  the  first  method  and  therefore  request  that  all  such 
penalties  be  deducted  from  interest  or  dividend  expense  in  examination  report 
schedules  of  Analysis  of  Earnings-Profits  and  Losses  for  all  examinations  other 
than  joint  Federal  examinations.   The  Federal  Home  Loan  Bank  concurs  with  our 
position. 

You  may  inform  the  management  of  all  banks  and  credit  unions  of  this 
policy  to  assist  in  the  preparation  of  future  Reports  of  Earnings. 
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Reference  No.   18-1    Annual  Report  Co-operative  Banks 
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Cnapter    170,    Section  42   of   the  Massachusetts    General  Laws    requires 
you   to  submit    an  Annual  Report   to   the   Commissioner  within  30   days   of 
your  April  bank  day. 

Instructions   for  preparation  of   the  report   are   enclosed. 


Date:   "i\i\'is 

Restatement  of  letter  3/29/78 
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publication:  #11283-13-200-4-79  CB 


18-1.1 


THE  COMMONWEALTH  OF  MASSACHUSETTS 


•  Instructions 
for  the  preparation  of 

BALANCE  SHEET 

AND 

REPORTS  OP  INCOME 

BY 

MASSACHUSETTS  THRIFT  INSTITUTIONS 
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Commissioner  of  Banks 
100  Cambridge  Street 
Boston,  Massachusetts  02202 
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18-1.2 

GENERAL  INSTRUCTIONS 

A  number  of  changes  have  been  made  in  the  balance  sheet  and  in  the  Report  of 
Income  that  is  required  to  be  submitted  by  thrift  Institutions. 
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This  report  is  to  be  prepared  in  conformity  with  generally  accepted  accounting 
principles  ("GAAP").   When  an  accounting  matter  or  principle  is  Immaterial  to  the 
financial  statement  presentation,  the  reporting  of  the  item  may  differ  froai  prescribed 
accounting  procedures. 

It  is  recognized  that  accounting  practices  used  in  the  preparation  of  these  reports 
may  differ  from  those  used  in  maintaining  the  books  of  your  bank.   A  reconciliation  or 
worksheet  should  be  maintained  for  report  verification. 

Leeway  Investments: 

All  Investments,  other  than  majority- owned  subsidiaries  should  be  categorized 
into  properly  stated  asset  accounts. 

Consolidation  of  Majority-Owned  Subsidiaries:  . 

The  consolidated  balance  sheet  and  the  consolidated  Report  of  Income  should  include 
all  majority-owned  bank  premises  subsidiaries  and  other  non-banking  najority-owned 
subsidiaries.   Intercompany  accounts  and  transactions  should  be  eliminated.   For  example, 
loans  by  a  parent  bank  to  a  subsidiary;  or  deposits  in  the  parent  bank  by  a  subsidiary, 
should  not  be  included  among  assets  and  liabilities  in  any  report  in  which  the 
subsidiaries'  accounts  are  consolidated  with  those  of  the  parent  bank. 

Investment  Securities 

Investment  securities  should  be  reported  on  the  basis  of  cost,  adjusted  for  amortization 
of  premiums  and  accretion  of  discounts.   Other  adjustments  should  be  reflected  for 
permanent  impairment  and  unrealized  depreciation  of  equity  securities  and  stock  option 
positions  when  applicable. 

Income  Taxes 


Because  most  thrift  institutions  have  recorded  income  taxes  on  the  cash  basis  and,  for  the 
most  part  have  charged  the  amounts  paid  against  surplus,  it  is  essential  that  accounting 
for  income  taxes  be  reflected  on  the  accrual  basis  in  order  to  properly  match  income  tax 
expense  against  the  income  to  which  the  tax  was  incurred. 

These  instructions  provide  definitions  for  the  items  involved  in  the  balance  sheet  and 
Report  of  Income. 

Where  itemized  iteas  must  be  submitted  in  detail,  supplementary  sheets  may  be  included. 
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18-1.3 
LINES: 

A01       Cash  and    Due  from  Banks  Demand  -  Should  include  all  cash  on  hand, 
cash  items  in  process  of  collection,  balances  due  from  banks. 
Line  A0.1  should  agree  with  total  schedule  A.  f . 

W        A02       Interest  Bearing  Deposits  in  Banks  -  Include  the  total  book  value 

of  certificate  of  deposits  and  all  other  interest  bearing  deposits 
in  banks. 

• 

A03  U.S.    Government    and  Agency   Securities   -    Includes    the    total   carrying 

value  of  all   securities,    e.g.    bills,    certificates  of   indebtedness, 
notes  and  bonds   issued  by   the  U.S.   Treasury  Department.      Include 
the   total  book  value  of   the  bank's  holdings  of    all   bonds,    notes 
and  debentures   of  U.S.    Government   Corporations   and  agencies, 
including  government-sponsored  agencies,    e.g.,    Export-Import  Bank, 
Federal   Intermediate  Credit  Banks.      Federal  National  Mortgage 
Association,    Government  National  Mortgage  Association,    Federal  Land 
Banks,    Federal  Home  Loan  Bank,   Banks  for  Co-operatives,   Tennessee 
Valley  Authority,   D.C.    Stadium  Bonds,    Federal   Housing  Authority 
Debentures   and  Merchant  Marine  Bonds.      Include   participating 
certificates   issued  by   the  Export- Import  Bank,    the  Federal  National 
Mortgage  Association,    the  Government  National  Mortgage  Association, 
and   the   Federal  Home  Loan  Mortgage  Association.      Also   include 
insured  notes   of   the  Farmers  Home  Administration.      Do  not   include 
pass   through  certificates  guaranteed  by   the  U.S.    Government. 
Line  A03    should   agree  with  corresponding   line   in  Schedule  B. 

A04  -Obligations   of   State  and  Political   Subdivisions   -    Include   the  total 

carrying  value  of   the  bank's  holdings  of  all   obligations,    including 

C  warrants  and   tax-anticipation  notes,    issued  by  municipalities; 

by  school,    irrigation,   drainage,    and  reclamation  districts;  and  by 
local  housing  authorities   (including   "New  Housing  Authority  Bonds'* 
and   temporary   loan  notes)  .        Include  Farmers  Home  Administration     . 
guaranteed   loans  made   for  community  water  supply,   waste  disposal 
systems,   and  outdoor  recreation  centers.      This    item  will  also 
include   obligations   issued  by  other  instrumentalities   of   one  or  more 
States  and  by  territorial  or  insular  possessions   of   the  United  States. 
Line  A04  should   agree   with  corresponding   line    in  Schedule  3. 

AO-5  Other  Bonds,   Notes,    and  Debentures  -   Include   the  bank's   total  holdings 

of  all  other   bonds,    notes  and  debentures  not  reported  above, in  lines 
A03   and  A04.      This   line   should  agree  with  corresponding   lice  in 
Schedule  B. 

A06  Corporate   Stock  .-    Include  all  common,    preferred   and  warrants  In  stocks 

held. 

A07  Federal   Funds   Sold  -   Enter  all  Federal   funds  or   similar   transactions 

regardless  of   the   terminology  outstanding  on  date  of  report. 

A08  Pass-Through  Certificates  -   Includes  Pass-Through  Certificates  issued 

by   the  Federal  National  Mortgage  Association,    Government  National 
Mortgage  Association  and  other  agencies   and    corporations,    stated  at 
cost,    adjusted   for  amortization  of  premiums   and   accretion  of  discounts. 

A09  Real   Estate   Loans  -   Enter   the  amount   of  Line  D   from  Schedule  C. 
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J.O-1.H 

LINKS  -  3   - 

A10        Other  Loans  -  Include  all  installment  loans  to  repair  and  modernize         ■ 
residential  property  (Line  F,  Schedule  C) ,  loans  to  individuals  for 
household,  family  and  personal  expenditures.   (Lines  Gl  and  G2, 
schedule  C) ,  all  commercial  and  industrial  loans  (Lines  HI  and  H2,    ' 
schedule  C) ,  and  any  other  loans  not  previously  mentioned  and 
overdrafts.   Line  I,  schedule  C.   Enter  the  amount  of  Line  J  from 
schedule  C. 

All       Subtotal  all  Loans  -  Total  of  Lines  A09  and  A10 

A12       Unearned  Income  on  Loans  -  Deduct  unearned  income  from  loans. 

A13       Allowance  for  Possible  Losses  -  Deduct  only  the  valuation  portion 
of  reserves  for  possible  losses.   For  banks  maintaining  a  reserve, 
all  losses  and  recoveries  on  loans  and  overdrafts  as  well  as 
increments  expensed  through  the  provision  for  possible  losses  on  the 
Report  of  Income  must  be  reflected  in  this  reserve.   If  a  reserve 
is  not  established,  justify  with  a  footnote  your  "Zero"  Reserve 
Position. 

A14       Net  Loans  -  Line  All  less  total  of  lines  A12  and  A13. 

A15       Bank  Premises  and  Equipment  -  Include  the  book  value,  less  depreciation 
reserves,  of  all  bank  premises  and  furniture  and  fixtures.   Include 
bank  premises  that  are  actually  owned  by  the  bank  and  its  consolidated 
subsidiaries,  and. are  occupied  Xor   are  to  ^e  occupied  if  under 
construction^  by  the  bank  or  its  branches,  including  leasehold  ' 
improvements,  vaults  and  fixed  machinery  and  equipment.   Include  as    —. 
bank  premises  parking  lots,  adjoining  and  not  adjoining  the  bank  prern.  _•_-, 
which  are  used  by  customers  and  employees.   Furniture  and  fixtures  should 
include  all  movable  furniture  and  fixtures  of  the  bank  and  its  branches. 
Where  applicable,  leases  which  qualify  under  G.A.A.P.  as  "CAPITAL"' leases 
should  be  reported  in  the  line  and  the  related  liability  reported  on  Line  L2 

A16       Real  Estate  in  Foreclosure  and  in  Possession  -  Include  the  book  value, 

less  depreciation  reserves,  of  all  real  estate  acquired  through  foreclosure 
or  on  which  a  deed  has  been  accepted  in  lieu  of  foreclosure,  actually 
owned  by  the  bank  and  its  consolidated  subsidiaries.   Also  include  all 
amounts  representing  investments,  loans  and  other  assets  based  on  properties 
which,  disregarding  manner  of  holding  or  form  of  conveyance,  or  whether 
a  deed  has  been  delivered,  properly  should  be  considered  as  sold  or 
transferred  (directly  or  indirectly) ,  but  where  the  possibility  exists 
that  the  properties  will  have  to  be  taken  over  by  the  bank.   Include 
in  other  assets,  other  real  estate  owned  which  was  acquired  other 
than  through  the  lending  function. 

• 

A17       Allowance  for  Possible  Losses  -  Follow  same  procedure  as  Line  A13  with 
exception  of  footnote  on  a  "Zerc"  balcr-.ce. 

A18       Net  Real  Estate  in  Foreclosure  and  in  Possession  -  Line  A16  less  line  A17. 

*  The  term  "leasehold  improvements"  encompasses  two  types  of  accounts: 

(1)  where  the  bank  erects  a  building  on  leased  property;  and  (2) 
where  a  bank  occupies  leased  quarters  or  uses  leased  parking  lots 
and  capitalized  disbursements  for  vaults,  fixed  machinery  and 
equipment  directly  related  to  such  leased  quarters,  or  for  resurfacing 
or  other  improvements  directly  related  to  such  parking  lots,  which 
will  become  an  Integral  part  of  the  property  and  will  revert  to  the 
lessor  on  expiration  of  the  lease. 
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18-1.5 

AID       Other  Assets  -  This  item  must  equal  the  total  of  schedule  D. 

A2Q       Total  Assets  -  This  item  should  reflect  the  sum  of  Line  A01  f^] 

through  Line  A19  above,  and  must  agree  with  Line  S34  "Total  ■«* 

^  Liabilities  and  Surplus  Accounts." 

LIABILITIES 

L21  Deposits  -  Shares  -  Include  all  deposit  and/or  share  accounts 
other  than  tax-escrow  accounts.  This  total  should  agree  with 
schedule  E. 

L22       Deposits  -  Tax  Escrow  -  Include  total  tax  escrow  accounts 
outstanding. 
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L23       Borrowings  -  Enter  the  amount  from  Schedule  P. 

L24       Accrued  Interest  and  Dividends  -  Include  all  interest  and 
dividends  accrued  and  unpaid. 

L25       Accrued  Taxes  and  Expense  -  Include  all  taxes  and  expenses 
accrued  and  unpaid. 

L26       Mortgagors1  Payments  -  Include  all  mortgagors'  payments  received 
and  not  yet  credited  to  accounts. 

•  9 
L27       All  Other  Liabilities  -  Enter  all  liabilities  which  cannot  be 

properly  reported  against  Liability  Lines  L21  through  L26 

i 

L28       Subordinated  Notes  and  Debentures  -  Include  the  total  value  of 

subordinated  notes  and  debentures  outstanding.   Show  information 
pertaining  to  the  interest  rate,  maturity,  and  the  amount  out- 
standing of  each  note  and  debenture  issue.   Issues  maturing 
serially  may  be  identified  briefly  as  such.   For  exaaple,  the 
publisher's  copy  might  refer  to  $10,000,000  of  8  1/2%  notes,  ma  curing 
annually  in  amounts  of  $1,000,000  from  December  1976  through 
December  1985.   Differences  in  interest  rates  and  amounts  of  issues 
maturing  annually  must  be  specifically  identified.   This  supplemen- 
tary information  may  be  published  as  a  footnote  to  the  publisher's 
copy  or  may  be  interlined  in  the  appropriate  place. 

L29       Total  Liabilities  -  Enter  the  sum  of  Lines  L21  through  L28. 

SURPLUS  ACCOUNTS 

* 

530  Guaranty  Fund  -  Enter  the  amount  specifically  allocated  for  the 
Guaranty  Fund. 

531  Other  Surplus  Accounts  -  Enter  the  total  from  schedule  G. 
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LINES  •      -5- 

1S-1.6 

S32      Unrealized  Loss  on  Knuity  Sccurir._lo._s  -  Includes  only  the  net  un- 
realized loss  on  marketable  equity  securities. 

Glossary  of  Terms  *~ 

(a)  Equity  Security  -  encompasses  any  instrument  representing  owner- 
ship shares  (e.g.,  common,  preferred,  and  other  capital  stock),  or 
the  right  to  acquire  (e.g.,  warrants,  rights  and  call  options),  or 
dispose  of  (e.g.,  put  options),  ox^nership  shares  in  an  enterprise 

at  fixed  or  determinable  prices.   The  term  does  not  encompass  pre- 
ferred stock  that  by  its  terms  either  must  be  redeemed  by  the  issu- 
ing enterprise  or  is  redeemable  at  the  option  of  the  investor,  nor 
does  it  include  treasury  stock  or  convertible  bonds. 

(b)  Marketable  -  as  applied  to  an  equity  security,  means  an  equity 
security  as  to  which  sales  prices  or  bid  and  ask  prices  are  currently 
available  on  a  national  securities  exchange  (i.e.,  those  registered 
with  the  Securities  and  Exchange  Commission)  or  in  the  over-the-counter 
market.   In  the  over-the-counter  market,  an  equity  security  shall  be 
considered  marketable  when  a  quotation  is  publicly  reported  by  the 
National  Association  of  Securities  Dealers  Automatic  Quotations 
Systems  or  by  the  National  Quotations  Bureau,  Inc.  (provided,  in  the 
latter  case,  that  quotations  are  available  from  at  least  three 
dealers). 

(c)  Market  Price  -   refers  to  the  price  of  a  single  share  or  unit  of 
a  marketable  equity  security. 

(d)  Market  Value  -  refers  to  the  aggregate  of  the  market  price  times 
the  number  of  shares  or  units  of  each  marketable  equity  security  in      — " 
the  portfolio.   When  an  entity  has  taken  positions  involving  short    ■ 
sales,  sales  of  calls,  and  purchases  of  puts  for  marketable  equity 
securities  and  the  same  securities  are  included  in  the  portfolio,  those 
contracts  shall  be  taken  into  consideration  in  the  determination  of 
market  value  of  the  marketable  equity  securities. 

(e)  Cost  -  refers  to  the  original  cost  of  a  marketable  equity  security 
unless  a  new  cost  basis  has  been  assigned  based  on  recognition  of  an 
impairment  of  value  that  was  deemed  other  than  temporary. 

(f)  The  Valuation  Allowance  -  for  a  marketable  equity  securities  port- 
folio represents  the  net  unrealized  loss  (the  amount  by  which  aggregate 
cost  exceeds  market  value)  in  that  portfolio. 

(g)  The  Carrying  Amount  -  of  a  marketable  equity  securities  portfolio 
is  the  amount  at  which  that  portfolio  of  marketable  equity  securities 
is  reflected  in  the  financial  statements  of  an  enterprise. 

(h)  A  Realized  Gain  or  Loss  -  represents  the  difference  between  the  net 
proceeds  from  the  sale  of  a  marketable  equity  security  and  its  cost. 

(i)  Net  Unrealized  Gain  or  Loss  -  on  a  marketable  equity  securities 
portfolio  represents  the  difference  between  the  market  value  of  its 
securities  and  their  aggregate  cost  at  any  given  date.  v 
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18-1.7 
LINES 

S33 
S34' 


-  6  - 


Total  Surplus  -  Total  of  lines  S30  and  S31  less  line  S32. 

* 

Total  liabilities  and  Surplus  Accounts  -  Total  of  lines  L29 
and  S33. 
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SCHEDULE  A  -  CASH  AND  DUE  FROM  BANKS  DEMAND 


Currency  and  Coin  -  All  currency  and  specie  on  har.d  in  main  office  and 
all  branches  only. 

Demand  Balances  With  Banks  -  Include  only  balances  subject  to  withdrawal 
vithout  notice  including  such  cash  items  in  process  of  collection,  if 
any,  appearing  on  the  reporting  bank's  books  as  due  from  banks. 

For  the  purpose  of  this  item  "banks"  are  national  banks,  state  commercial 
banks,  trust  companies,  performing  a  commercial  banking  business,  industrial 
banks,  stock  savings  banks,  and  private  banks  (including  regulated-certif- 
icated banks)  performing  a  commercial  banking  business. 

Cash  Items  in  Process  of  Collection  -  The  terra  "cash  items  in  process  of 
collection"  means: 

(1)  Checks  in  process  of  collection,  drawn  on  another  bank,  private 
bank,  or  any  other  banking  institution  that  are  payable  in  cash 
immediately  upon  presentation  in  the  United  States,  including 
checks  with  a  Federal  Reserve  Bank,  in  process  of  collection, 

and  checks  on  hand  which  will  be  presented  for  payment  or      ,   , 
forwarded  for  collection  on  the  following  business  day; 

(2)  Government  checks  and  warrants  drawn  on  the  Treasurer  of  the 
United  States  that  are  in  process  of  collection;  and 

(3)  Such  other  items  in  process  of  collection,  payable  Immediately 
upon  presentation  in  the  United  States,  as  are  customarily 
cleared  or  collected  by  banks  as  cash  items.   All  other  cash  items 
which  do  not  fit  into  the  above  categories  should  be  included 

in  Line  A19,  "Other  Assets".  : 

Total  -  This  total  must  agree  with  Line  A01  of  "Assets". 

SCHEDULE  B  -  SECURITIES  -  DISTRIBUTION'  BY 
REMAINING  MATURITY  [BOOK  VALUE) 

Include  a  maturity  distribution  at  book  value  of  all  investment  securities 
reported  in  Asset  Items  A03 ,  A04  and  A05.   Do  not  include  corporate  stock, 
Federal  Funds,  or  Pass  Through  Certificates;  these  are  reported  separately 
in  Asset  Items  A06,  A07  and  A03.   Maturity  classification  should  be  based 
on  the  time  remaining  from  the  report  date  to  the  ultimate  maturity  date 
rather  than  callable  date.   If  the  security  has  actually  been  called,  the 
maturity  classification  should  be  based  on  the  time  remaining  from  the 
report  date  to  the  date  of  payment. 

For  definition  of  the  items  of  this  schedule,  see  the  corresponding  items 
on  the  face  of  the  Call. 
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SCHEDULE  C  -  LOANS  AND  DISCOUNTS 

(Not:  of  Unadvanced  Funds)  '  • 


Loans  include  extensions  of  credit  resulting  either  from  direct  negotiation 
between  lender  and  borrower,  or  from  the  purchase  of  loan  assets  from  other 
lenders.   Loans  include  extensions  of  credit  in  the  form  of  promissory  notes, 
acknowledgements  of  advance,  due  bills  and  similar  obligations  (written  or 
oral) . 

Loans  in  Schedule  C  are  classified  according  to  type  and  primary  security 
behind  the  loan.   Mixed  purpose  loans;  i.e.,  loans  covering  two  or  more  class- 
ifications, sometimes  make  a  clear-out  classification  of  loans  difficult. 
In  such  instances,  the  entire  loan  may  be  classified  according  to  the  major 
purpose. 

Participation  loans  should  be  shown  with  only  the  reporting  bank's  share. 

Line  E  on  Schedule  C  must  agree  with  Asset  Line  AQ9. 
Line  J  on  Schedule  C  must  agree  with  Asset  Line  A10. 

SCHEDULE  D  -  OTHER  ASSETS 


Line  1)    Income  Earned  But  Not  Collected  -  If  the  books  of  the 

reporting  bank  are  kept  on  an  accrual  basis,  the  bank  should 
report  against  this  item  the  amount  of  interest,  commissions, 
Q  rent  and  other  income  earned  or  accrued  and  applicable  to 

current  or  prior  periods,  but  not  yet  collected. 

Line  2)   All  Other  -  Assets  or  group  of  assets  which  cannot  be  catergorized 
in  Lines  A01  thru  -A18.   Itemize  amounts  over  25%  of  line  A19. 
The  total  of  schedule  D  must  agree  with  line  Al. 

•  SCHEDULE  E  -  DEPOSITS 


Line  1)    Savings  Deposits  -  Include  regular  savings  and  share  deposit 
accounts  only. 

Line  2)    Club  Deposits  -  Include  all  Christmas,  Vacation,  Chanukah,  and 
other  club  type  accounts. 

Line  3)    N.O.W.  Accounts  -  Include  all  interest  bearing  and  non-interest 
bearing  accounts 

Line  4)    Money  Market  Certificates  -  Include  total  of  all  six-month 
certificates. 

Line  5)    Other  Time  Deposits  -  Include  open  accounts,  investment  certificates, 
certificates  of  deposits,  and  all  other  deposit  accounts  which  could 
not  be  included  anywhere  else  In  schedule  E. 

Schedule  E  must  agree  with  Line  L21  of  "Liabilities". 


. 


<! 
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SCHEDULE  F  -  BORROWINGS 


Line  1)    Securities  Sold  Under  Agreement  to  Repurchase;  -  Include  In  thift 
item  all  sales  of  securities  under  repurchase  agreements  or 
similar  transactions  regardless  of  the  terminology  used,  vhether 
the  transactions  involve  identical  or  similar  securities,  or 
vhether  the  transactions  are  with  the  same  or  different  institutions 
where  the  purpose  of  the  transactions  are  to  repurchase  Identical 
or  similar  securities.   Include  all  such  sales  regardless  of  the 
maturity  of  the  agreement  to  repurchase.   Also,  include  sales  of 
participations  in  pools  of  securities. 

Line  2)  Other  Borrowing  -  Should  be  categorized  as  to  type  of  borrowings. 
This  item  would  include  all  types  of  borrowing  familiar  to  Massa- 
chusetts thrift  institutions  through  their  regulations. 

The  total  of  Schedule  F  must  agree  with  Line  L23  of  "Liabilities". 


SCHEDULE  G  -  OTHER  SURPLUS  ' 

Line  1)    Surplus  -  Shall  include  unappropriated  retained  income. 

Line  2)    Other  Unallocated  Reserves  (itemize)  -  All  segregations  of  Preserve 
Accounts  that  are  set  aside  to  take  care  of  any  possible  losses  In 
the  conduct  of  the  bank's  business.   Does  not  include  valuation 
portion  of  losses  on  loans  and  on  Other  Real  Estate  Owned.  The 
total  of.  Schedule  G  must  agree  with  Line  S31. 


» 
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GENERAL  INSTRUCTIONS  ON  INCOME  AND  EXPENSE  _. 

Below  is  a  brief  explanation  of  the  Analysis  of  Earnings  and  Changes  in  Total 
Surplus  Accounts.    Majority  owned  subsidiaries  are  to  be  recorded  on  a  consolidation    f  ^M 
^sis.  **«."' 

Operating  Earnings: 

E35    Interest  and  Discount  on  Loans  -  Include  interest  and  accrued  discount,  both 
current  and  past  due,  fees  and  similar  charges  levied  against  all  assets 
classified  as  Loans  and  Discounts  in  the  Report  of  Condition. 

E36    Income  on  Securities  -  Income  on  all  investments;  i.e.,  U.  S.  Treasury 

securities;  other  U.  S.  Governmental  agencies  or  corporations;  obligations 
of  states  and  political  subdivisions  of  states;  obligations  of  territories 
and  insular  possessions  of  the  United  States;  and  interest  on  drier  bonds, 
notes,  debentures  and  time  balances  due  from  banks.   Do  not  include  interest 
on  Pass-through  certificates. 

E37    Dividend  on  Stock  -  Dividends  from  corporate  stocks. 

E38    Income  on  Federal  Funds  Sold  -  Include  income  on  all  Federal  Funds  Sold  and 
income  from  similar  transactions  regardless  of  the  terminology. 

E39    Income  on  Pass-through  Certificates  -  Include  income  on  Pass-through  cer- 
tificates regardless  of  issuing  entity. 

E40    Service  Charges,  Commissions  and  Fees  -  Amounts  charged  depositors  maintaining 

accounts  with  the  bank.    Include  charges  for  failing  to  maintain  minimum 
/      balances  or  based  on  the  number  of  checks  drawn  or  deposits  made. 

Include  commissions  on  the  sale  of  insurance  policies  and  the  collection  of 
premiums;  charges  for  the  collection  of  checks,  notes  and  bills  of  exchange; 
the  collection  of  bills  for  public  utilities  and  other  firms;  the  sale  of 
bank  drafts;  the  purchase  and  sale  of  securities  for  customers;  the  negotiation 
of  loans  for  customers  or  other  banks;  the  lending  of  securities  owned  by  the   . 
bank;  the  servicing  of  real  estate  mortgages  or  other  loans  held  by  others; 
percentage  charges  to  merchants  for  handling  credit  card  or  charge  sales; 
equipment  leasing  and  rental  fees;  data  processing  services;  and,  fees 
received  for  redeeming  United  States  savings  bonds. 

E4-1    Other  Income  -  Include  all  other  income  of  the  bank  not  required  to  be  reported 
against  items  E35  through  E&O  inclusive.   This  x-;ould  include  credits  such  as  net 
teller  overages,  forgery  recoveries,  recoveries  on  payment  of  checks  over  stop- 
payment  orders,  and  similar  recurring  operating  transactions.   Include  income 
from  the  sale  of  stock  options.   Include  gains  from  sale  of  fixed  assets. 
Itemize  amounts  over  25%  of  Line  E41.   The  total  of  this  item  must  agree  with 
the  total  of  Schedule  H. ,  "Other  Income". 

E^2    Total  Operating  Earnings  -  Totals  of  Lines  E35  through  E41. 
Operating  expense: 

E43    Interest  and  Dividends  Paid  on  Deposit  Accounts  -  Interest  and  dividends  paid 
or  accrued  on  deposit  accounts  for  the  reporting  period. 

**V     Interest  on  Borrowed  Funds  -  Include  interest  paid  or  accrued  on  borrowings, 

Subordinated  Notes  and  Debentures.  ^ 
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E45     S  n  1  ar  i  e  s  ,  Fees,  Bo  mi is  cj^^K  tc_  .  -  All  compensat  ion,  bonuses,  fees,  and  nil 
Supplementary  benefits  paid  or  accrued  during  the  report  period  rot  or  on 
behalf  of  Trustees,  Directors,  Officers  and  employees.   Also  inciide  unem- 
ployment and  social  security  taxes  paid  by  the  bank  on  its  own  account.        ^ 
Do  not  include  salaries,  bonuses,  and  benefits  of  officers  and  employees        - 
primarily  concerned  with  bank  premises  and  related  functions.   These 
expenses  should  be  included  in  Line  E4  7  . 

E46     State  Income  and  Excise  Taxes  -   Includes  income  portion  and  excise  portion. 

E47     Expense  of  Bank  Building  Occupancy  Net  -   Include  compensation  and  supplemental 
benefits  paid  or  accrued  to  officers  and  employees  of  the  bank  v/ho  are  primarily 
concerned  with  bank  premises;  normal  and  recurring  depreciation  charges  applicable 
to  current  period;  ordinary  repairs  to  bank  premises  and  leasehold  improvements 
not  capitalized;  rent,  heat^  light,  water,  outside  janitor  services,  supplies, 
fire  insurance;  property  and  other  taxes  relating  to  banking  . 

premises,  interest  on  mortgages,  liens,  or  other  encumbrances  on  bank  premises; 
and  any  other  current  expense  not  included  above  connected  with  the  use  of 
bank  premises.   Deduct  rentals  received  at  the  bank  for  use  of  the  bank  build- 
ing (s)  not  incidental  to  the  use  of  the  premises  by  the  reporting  bank. 

E48    Furniture  and  Equipment  Expense  -   Normal  and  recurring  depreciation  charges 
applicable  to  the  current  period;  rental  costs  of  office  machines  and  data 
processing  equipment;  ordinary  repairs,  including  servicing  costs  to  furn- 
iture and  office  machines;  and  taxes  on  furniture  and  equipment. 

E49    Expense  of  Foreclosed  Real  Estate  Net  -     Include  all  operating  expense  (except 
salaries)  connected  with  holdings  of  real  estate  other  than  bank  premises,  in- 
cluding interest  paid  on  liens  and  normal  or  recurring  depreciation  charges  on  " 
"Foreclosed  Real  Estate".   Deduct  income  received  from  said  holdings. 

■ 

E50    D.I.F.K.,  S.I.F.,  F.D.I.C.  Assessments  -  Include  all  assessments  and  fees  paid  for 
the  current  period.   These  figures  should  be  reported  net  in  the  case  of  assessment 
credits . 

E51    Provision  for  Possible  Losses  -  All  banks  which  are  on  a  reserve  basis  in  account- 
ing for  losses  must  report  against  this  item  an   estimated  amount  sufficient  to 
bring  the  balance  in  the  "Allowance  for  Possible  Losses"  (balance  of  Schedule  K 
and  Asset  Lines  A13  and  A17  on  the  Balance  Sheet  rendered  as  of  the  same  date) 
to  an  adequate  level  to  absorb  expected  losses  based  upon  management's  knowledge 
of  the  bank's  loan  portfolio  and  Real  Estate  in  Foreclosure  and  in  Possession  as 
presently  evaluated.   It  is  the  responsibility  of  management  of  the  reporting 
bank  to  determine  an  adequate  loss  provision  based  on  their  own  judgement. 
Management's  judgement  as  to  the  adequacy  of  the  loss  provision  will  be  subject 
to  review  by  examiners  during  the  course  of  their  examination.   Management  is, 
therefore  required  to  maintain  a  reviewable  record  of  the  basis  for  their 
determination  of  the  loss  provision.   Banks  that  do  not  provide  for  losses  on  a 
reserve  basis  must  report  actual  net  losses  (charge-offs  less  recoveries)  for 
the  report  period.   If  recoveries  exceed  charge-offs,  the  appropriate  entry 
will  be  a  negative  number  (net  recovery),  and  should  be  so  indicated  by 
enclosure  within  parentheses.   For  statistical  purposes  only,  actual  gross  re- 
coveries and  gross  charge-offs  should  be  shown  in  Schedule  K  in  the  appropriate 
items.   Must  equal  Line  L4  in  Schedule  K. 

E52     Other  Expense  -   Include  all  other  expenses  not  required  to  be  reported  on 

Lines  E43  through  E51.   Examples  of  items  to  be  included  in  this  category  arc: 
Lorses  on  counterfeit  money,  forged  checks,  net  cash  shortages,  payment  of 
checks  over  stop  payment  orders,  and  similar  recurring  type  -losses.   Include 
losses  from  the  sale  of  fixed  assets  and  from  the  sale  of  loans  sold  at  a 
discount.  /^  **- 
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.  t.53    Total  Operating  Expenses  -  Total  of  Lines  E43  through  F.52. 

~54     Income  before  Federal  Income  Tax,  and  Securities.  Cains  or  Losses  -  Total 
of  Line  E42  less  Line  E53. 

Applicable  Federal  Income  Tax  -   Includes  amount  provided  for;  in  case  of 
tax  credit,  show  amount  in  parenthesis. 

?:56     Income  before  Securities  Gains  or  Losses  -  Total  of  Line  E54  less  Line  E55. 

E57    Securities  Gains  (losses)  -  Report  the  net  result  of  all  securities  gains  or 
losses  realized  during  the  report  period. 

E58    Applicable  Income  Taxes  -  Enter  the  amount  for  all  applicable  Federal,  State, 
Local,  and  Foreign  income  taxes.   If  the  amount  on  Line  E53  is  a  tax  credit, 
the  amount  should  be  enclosed  in  parentheses. 

E59    Securities  Gains  (losses)  Net  -  Total  of  Lines  E57  less  Line  E58. 

E60    Extraordinary  Items--   See  Schedule  M  for  instructions. 

E61    Net  Income  -  Total  of  Line  E56  less  or  plus  Lines  E59  and  Line  E60. 

E62    Total  Surplus  Accounts  at  Beginning  of  Period  -  This  total  should  agree  with  the 
total  top  line  on  Schedule  J.   Lines  E61  and  E62  should  total  to  Line  E63. 

E63    Total  Surplus  Accounts  at  End  of  Period  -  This  total  should  agree  with  the  total 
of  Lines  S30  and  S31. 

<?'  ANALYSIS  0?  EARNINGS  SCHEDULES 

Schedule  H  -  Other  Income  -   Itemize  amounts  over  257,  of  Line  E41. 

Schedule  I  -  Other  Expense  -   Itemize  amounts  over  257,  of  Line  E52 . 

Schedule  J  -  Changes  in  Surplus  Accounts  -  This  schedule  must  contain  all  changes  in 
the  surplus  accounts  which  have  occurred  during  the  reporting  period.  The  total  balances 
for  the  beginning  of  the  period  should  agree  with  Line  E62 .   Transfers  to  and  from 
Guaranty  Fund  and  Surplus  accounts  must  be  detailed.   Total  balance  at  end  of  period 
should  agree  with  Line  E6  1. 

Schedule  K  -  Allowance  for  Possible  Losses  -  All  figures  in  this  schedule  should  be 
reported  gross.   Balance  at  end  of  period  should  agree  with  total  of  Lines  A13  and 
A17. 

Schedule  L  -  Gains  and  Losses  on  Securities  Sold  or  Exchanged  -  Aggregate  total 
transactions  in  specific  category  accounts.   Net  total  should  agree  with  Line  E57. 

Schedule  M  -  Extraordinary  Items  -  This  schedule  should  be  used  to  describe  extra- 
ordinary items  or  accounting  changes  as  defined  by  G.A.A.P.    The  financial  effects, 
after  applicable  income  taxes,  of  these  items  should  be  reported  on  Line  E60  of  the 
Consolidated  Report  of  Earnings.   Do  not  inclue  the  sale  of  mortgages  or  bank 
premises  and  equipment  as  extraordinary  items.    It  should  be  noted  that  there  will 
oji   certain  transactions  which  qualify  under  G.A.A.P.  as  prior  period  adjustments,  (i.e., 

k  ^verting  to  accrual  accounting).   These  adjustments  should  be  reported  in  Schedule 
j "as  retroactive  adjustments  to  beginning  surplus. 
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EDWARD   J.    KING 
GOVERNOR 

•GERALD  T.   MULLIGAN 
COMMISSIONER 


February  5,  1982 


TO  THE  CHIEF  EXECUTIVE  OFFICER  OF  THE  INSTITUTION  ADDRESSED: 

Enclosed  please  find  materials  relating  to  the  new  mortgage  disclosure 
directive  of  the  Division  of  Banks  for  banks  and  credit  unions  with  main  offices 
in  the  Boston  or  Springfield-Chicopee-Holyoke  standard  metropolitan  statistical 
area  CSMSA) .  The  materials  are  being  sent  only  to  institutions  subject  to  the 
new  directive.  As  in  previous" years,  the  Division  will  be  seeking  an  exemption 
from  Regulation  C  of  the  Federal  Reserve  Board  for  institutions  complying  with 
state  mortgage  disclosure  procedures. 

The  enclosed  materials  include: 

(1)  The  new  mortgage  disclosure  directive,  Administrative  Bulletin  Reference 
No.  18-2C. 

C2)  A  copy  of  the  form  that  the  covered  institution  must  prepare,  m2ke 

available  for  public  inspection,  and  file  with  the  Division  of  Banks. 
CNo  magnetic  tapes  will  be  used.) 

C3)  Instructions  for  completion  of  the  form. 

(4)  A  mortgage  disclosure  contact  sheet  the  institution  must  complete  and 
return  to  the  Division  of  Banks  by  February  24,  1982. 

Please  note  that  mortgage  disclosure  forms  for  calendar  year  1981  are  due 
at  the  Division  of  Banks  no  later  than  Karch  31,  1982.   The  Division  is  aware 
that  this  is  a  fast  approaching  date,  but  good  faith  efforts  at  compliance  are 
nonetheless  expected.   If  questions  arise  in  the  meantime,  they  should  be 
directed  to  Yvette  Johnson  (617-727-3141)  or  John  Heerwagen  (617-727-0529)  at 
the  Division. 

v  truly  yours, 

...-Oi 


qb<u$i .  py>. 
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/    Gera 


raid  T.    Mulligan 


GTM/emc 


Enclosures 

Approved  by   :John  J.   Manton^State  Purchasing  Aj:=nt 
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The  Commonwealth  of  Massachusetts 


*1™-  ADMINISTRATIVE  BULLETIN 


r  m\\  V'|j:,r'-ir    -. 


L^ „      OFFICE  OF  THE  CQffllSSICO  OF  BANKS 

'  tWLUMENTS 

COLLECTION 


Reference  No.  18-2C 


Mortgage  Disclosure 


JG9  1983 


AUTHORITY 


APPLICABILITY 


DEFINITIONS 


* 


University  of  Massachusetts 
Depository  Copy 


This  directive  is  issued  pursuant  to  authorities  granted  under 
Section  7  of  Chapter  167  of  the  Massachusetts  General  Laws. 

All  banks  and  credit  unions  having  main  offices  within  the  Boston 
or  Springf ield-Chicopee-Holyoke  standard  metropolitan  statistical 
area  (SMSA),  as  defined  by  the  U.S.  Department  of  Commerce,  and 
having  assets  in  excess  of  $50  million  shall  report  on  lending 
activities  in  accordance  with  procedures  outlined  herein. 

"Federal  Housing  Administration  (FHA),  Farmers  Home  Administration 
(FmHA)  ,  or  Veterans  Administration  (VA)  loans"  means  mortgage  loans 
insured  under  Title  II  of  the  National  Housing  Act  or  under  Title  V 
of  the\Housing  Act  of  1949  or  guaranteed  under  Chapter  37  of  Title  38 
of  the  United  States  Code. 

"Home  Improvement  loan"  means  any  loan,  including  a  refinancing,  ■ 
(1)  the  proceeds  of  which,  as  stated  by  the  borrower  to  the  lender 
at  the  time  of  loan  application,  are  to  be  used  for  repairing, 
rehabilitating,  or  remodeling  a  residential  dwelling  and  (2)  that  is 
recorded  on  the  institution's  books  as  a  home  improvement  loan. 

"Home  purchase  loan"  means  any  loan,  including  a  refinancing,  secured 
by  and  made  for  the  purpose  of  purchasing  residential  real  property, 
including  single-family  homes,  dwellings  for  two-to-four  families, 
other  multifamily  dwellings,  and  individual  units  of  condominiums 
or  cooperatives.   (An  institution  may  categorize  a  first-lien  loan 
made  for  home  improvement  purposes  as  a  home  purchase  loan  if  that  is 
the  manner  in  which  it  normally  records  first-lien  loans.)   The  term 
does  not  include  temporary  financing,  such  as  a  bridge  loan  or  a  con- 
struction loan,  or  the  purchase  of  an  interest  in  a  pool  of  mortgage 
loans,  such  as  mortgage  participation  certificates  issued  or  guaranteed 
by  the  Federal  Home  Loan  Mortgage  Corporation,  the  Government  National 
Mortgage  Association,  or  the  Farmers  Home  Administration. 

"Total  dollar  amount"  means  (1)  the  original  principal  amount  of  loans 
originated  by  the  institution  (to  the  extent  of  its  ownership  interest, 
when  the  loan  is  made  jointly  or  cooperatively)  and  (2)  the  unpaid 
balance  of  loans  purchased  by  the  depository  institution  (to  the  extent 
of  its  ownership  interest  in  such  purchased  loans). 


r 


COMPILATION  OF 
LOAN  DATA 


An  institution  subject  to  this  directive  shall  compile  data  on  the 
number  and  total  dollar  amount  of  home  purchase  and  home  improvement 
loans  that  it  originates  and  purchases.   The  data  shall  be  compiled 
for  each  calendar  year  beginning  with  calendar  year  1981  and  shall  be 
compiled  separately  for  originations  and  purchases.   Further,  the 
data  shall  be  prepared  on  forms  supplied  by  the  Division  of  Banks. 

The  data  shall  be  itemized  according  to  the  SMSA  in  which  the  main 
office  of  the  institution  is  located  and  according  to  the  census  tracts 
comprising  that  SMSA.   For  this  purpose,  the  institution  shall  use  the 
SMSA  boundaries  defined  by  the  U.S.  Department  of  Commerce  as  of  the 
first  day  of  the  calendar  year  for  which  the  data  are  compiled.   The 
institution  shall  also  use  census  tract  numbers  and  boundaries  defined 
by  the  U.S.  Department  of  Commerce  in  connection  with  the  1980  Census 
of  Population  and  Housing. 

The  itemization  shall  be  based  on  the  location  of  the  property  to  be 
purchased  or  improved  with  the  proceeds  of  the  loan.   If  the  property 
is  located  in  an  area  of  the  SMSA  of  the  main  office  that  has  not  been 
assigned  census  tracts,  itemization  by  county  shall  be  used  instead  of 
itemization  by  census  tract.   If  the  property  is  located  outside  the 
SMSA  of  the  main  office,  no  itemization  is  required  and  the  data  for 
all  such  loans  shall  instead  be  listed  as  an  aggregate  sum. 

The  data  shall  be  further  itemized  according  to  the  following: 
(1)  FHA,  FmHA,  and  VA  loans  on  one-to-four  family  dwellings;  (2)  other  home 
purchase  (conventional)  loans  on  one-to-four  family  dwellings;  (3)  home 
improvement  loans  on  one-to-four  family  dwellings;  (4)  total  home 
purchase  and  home  improvement  loans  on  dwellings  for  more  than  four 
families;  and  (5)  total  home  purchase  and  home  improvement  loans  on 
one-to-four  family  dwellings  (from  categories  (1),  (2),  and  (3)  above) 
made  to  any  borrower  who  did  not,  at  the  time  of  loan  application, 
intend  to  use  the  property  as  a  principal  dwelling.   (The  institution 
may  assume,  unless  its  records  contain  information  to  the  contrary, 
that  a  loan  it  purchases  does  not  fall  within  this  last  category.   Also, 
reporting  under  this  category  is  not  required  for  loans  on  property  in 
areas  outside  the  SMSA  of  the  main  office.) 


DISCLOSURE  AND 
REPORTING 
REQUIREMENTS 


The  institution  shall  not  disclose  loan  data  for  (1)  loans  originated  or 
purchased  by  the  institution  acting  as  trustee  or  in  some  other  fiduciary 
capacity;  (2)  loans  on  unimproved  land;  or  (3)  refinancings  that  the 
institution  originates,  if  there  is  no  increase  in  the  principal  that  is 
outstanding  on  the  existing  loan  at  the  time  of  the  refinancing  and  if 
the  institution  and  the  borrower  are  the  same  parties  on  the  existing 
loan  and  the  refinancing. 

An  institution  subject  to  this  directive  shall  make  its  loan  disclosure 
statements  available  to  the  public  by  March  31  following  the  calendar 
year  for  which  the  data  were  compiled.   The  institution  shall  continue 
to  make  the  data  available  for  five  years  from  that  date. 
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The  institution  shall  make  all  disclosure  statements  required  by  this 
directive  available  at  its  main  office.   The  institution  shall  make  its 
disclosure  statements  available  to  anyone  requesting  them  for  inspection 
or  copying  during  the  hours  the  office  is  normally  open  to  the  public 
for  business.   (An  institution  that  provides  photo-copying  facilities  may 
impose  a  reasonable  charge  for  this  service.)   Further,  the  institution 
shall  provide  notice  of  the  availablity  of  its  mortgage  loan  data  by 
posting  a  notice  in  the  lobbies  of  its  main  and  branch  offices  that  are 
located  in  the  Boston  or  Springf ield-Chicopee-Holyoke  SMSA. 

Finally,  the  institution  shall  send  two  copies  of  the  disclosure 
statements  required  by  this  directive  to  the  Division  of  Banks  by 
March  31  following  the  calendar  year  for  which  the  data  were  compiled. 

ENFORCEMENT  Any  violation  of  this  directive  will  be  subject  to  fines  or  sanctions 

as  set  forth  in  Section  7  of  Chapter  167  of  the  Massachusetts  General 
Laws.   A  violation  may  also  be  considered  as  a  negative  factor  in 
measuring  compliance  with  the  Division's  directive  relating  to  community 
reinvestment . 


v> 


EDWARD  J.   KING 
GOVERNOR 

GERALD  T.   MULLIGAN 
COMMISSIONER 


fi&  0&ff&m&f&wea 


/00C(Dam&/r/^e Street.  58e&(o/i'  02202 


December  6,  1982 


TO  THE  CHIEF  EXECUTIVE  OFFICER  OF  THE  INSTITUTION  ADDRESSED: 

Re:   Home  Mortgage  Disclosure,  Calendar  Year  1982 

Enclosed  please  find  materials  relating  to  home  mortgage  disclosure  procedures 
for  Calendar  Year  1982.   The  materials  include  loan  disclosure  forms  that  must  be 
filed  with  the  Division  of  Banks,  instructions  for  completion  of  the  forms,  and  a 
mortgage  disclosure  contact  sheet.   Each  institution  should  already  have  the  Division's 
directive  on  mortgage  disclosure,  Administrative  Bulletin  No.  18-2C. 

The  procedures  are  virtually  the  same  as  they  were  for  Calendar  Year  1981. 
Institutions  with  main  offices  in  the  Boston  or  Springfield-Chicopee-Holyoke  standard 
metropolitan  statistical  area  (SMS A)  and  with  assets  in  excess  of  $50  million  must 
report  on  mortgage  and  home  improvement  lending  in  the  SMSA  of  the  home  office. 
Loan  data  must  be  itemized  by  census  tracts  defined  in  connection  with  the  1980  Census 
of  Population  and  Housing.   The  reports  will  cover  the  year  ending  December  31,  19S2 
and  will  be  due  at  the  Division  by  March  31,  1983.   (The  contact  sheet  'must  be 
submitted  by  January  15,  1983.) 

Please  note  that  there  is  one  change  in  this  year's  procedures:   Institutions 
must  submit  three  copies  of  the  mortgage  loan  disclosure  statement  instead  of  two. 
This  is  to  accommodate  a  request  by  the  Federal  Reserve  Board  for  two  copies  of  the 
data  filed  with  the  Division. 

Finally,  by  order  of  October  29,  1982,  the  Federal  Reserve  Board  has  continued 
the  exemption  from  Regulation  C  for  institutions  complying  with  the  Division's 
mortgage  disclosure  procedures.   Specifically,  institutions  subject  to  the  state 
directive  will  be  exempt  from  Regulation  C  to  the  extent  they  report  loan  activity 
in  the  SMSA  of  their  home  office.   Institutions  with  branches  in  other  SMSAs  ^ay» 
however,  be  subject  to  Regulation  C  for  loans  in  those  areas  and  should  consult  the 
federal  regulation  accordingly. 

Your  cooperation  in  this  matter  will  again  be  appreciated.   If  any  questions 
arise,  please  contact  Ms.  Yvette  Johnson  of  the  Division's  Consumer  Credit  section 
at  (617)  727-3141. 

Very  truly  yours, 


ft 


'    Gerald  T.    Mulligan 


) 
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MORTGAGE  DISCLOSURE  CONTACT 


CALENDAR  YEAR  1982 


Reporting  Institution 

Name:    

Address : 


Individual  at  Institution  Responsible  for  Mortgage  Disclosure 


Nam: 


Title : 


Telephone  Number: 


PLEASE  COMPLETE  AND  RETURN  TO: 


DIVISION  OF  BANKS 
COMMONWEALTH  OF  MASSACHUSETTS 
100  CAMBRIDGE  STREET 
BOSTON,  MA    02202 
ATTN:   Ms.  Yvette  Johnson 


NO  LATER  THAN  January  15,  1983 


Commonwealth  of  Massachusetts 
Mortgage  Loan  Disclosure  Statement: 

INSTRUCTIONS  FOR  COMPLETION  OF  FORM 


(Note:   The  state  mortgage  disclosure  form  and  instructions  are 
similar  to  those  established  by  the  Federal  Reserve  Board  pursuant 
to  Regulation  C.   There  are  differences,  however,  and  institutions 
reporting  under  state  procedures  should  follow  carefully  the  directions 
set  forth  below.) 

DATA  TO  BE  SHOWN. 

1.  The  institution  must  show  the  data  on  residential  mortgage 
and  home  improvement  loans  that  were  originated  and  purchased 
during  the  calendar  year  covered  by  the  statement. 

2.  Data  for  each  category  on  the  statement  must  show  both  the  number 
of  loans  and  the  total  dollar  amount  of  loans. 

3.  Data  for  loans  originated  by  the  institution  are  to  be  shown  in 
Part  A  and  data  for  loans  purchased  in  Part  B. 

4.  Dollar  amounts  are  to  be  rounded  to  the  nearest  thousand  ($500  will 
be  rounded  up),  and  shown  in  terms  of  thousands. 

DATA  TO  BE  EXCLUDED; 

1.  The  institution  should  not  report  loans  that,  although  secured 
by  real  estate,  are  made  for  purposes  other  than  the  purchase  of 
residential  real  estate  or  home  improvement  (for  example,  a  loan 
secured  by  residential  real  property  for  purposes  of  financing 
education,  a  vacation,  or  business  operations). 

2.  Also  excluded  from  disclosure:   construction  loans  and  other 
temporary  financing;  loans  made  or  purchased  by  the  institution 
acting  in  a  fiduciary  capacity  (by  the  institution's  trust 
department,  for  example);  loans  on  unimproved  land;  and 
refinancings  of  loans  originated  by  the  institution  that  involve 
no  increase  in  the  outstanding  principal  (provided  the  parties 
to  the  loan  remain  the  same). 


GEOGRAPHIC  ITEMIZATION  (Grouping  of  loan  data  M 

by  SMSA,  census  tract  or  county,  and  outside-SMSA) . 

1.  Loan  data  are  to  be  itemized  only  for  the  SMSA  in  which  the 
institution  has  its  main  office.   (See  item  3  below  for 
treatment  of  loans  outside  the  SMSA.)   The  institution  must 
use  the  SMSA  boundaries  as  defined  by  the  U.S.  Department  of 
Commerce  on  January  1  of  the  calendar  year  for  which  the  loan 
data  are  compiled. 

2.  Loan  data  on  property  within  the  SMSA  shall  be  further  itemized 
by  the  census  tract  in  which  the  property  is  located,  except 
that  the  loan  data  shall  be  itemized  by  county  instead  of  census 
tract  when  the  property  to  which  the  loan  relates  is  located 

in  an  area  that  is  not  divided  into  census  tracts.   The  institution 
must  use  the  census  tract  numbers  and  boundaries  defined  by  the 
U.S.  Department  of  Commerce  in  connection  with  the  1980  Census  of 
Population  and  Housing. 

3.  If  the  property  to  which  the  loan  relates  is  located  outside  the 
SMSA  of  the  institution's  main  office,  the  loan  data  should  be  noted 
as  an  aggregate  sum  in  Section  2  of  the  form;  no  geographic 
itemization  is  necessary. 


TYPE  OF  LOAN  ITEMIZATION  (Itemization  of  each 
geographic  grouping  into  loan  categories). 


1.  Column  A: 

FHA,  FmHA,  and  VA  loans  on  l-to-4  family  dwellings.   This  category 
includes  loans  that  are  secured  by  liens  (both  first  and  junior 
liens)  and  that  are  made  for  the  purpose  of  purchasing  residential 
real  property  and  that  have  FHA,  FmHA,  and  VA  insurance  or  guarantee 
It  includes  refinancings  (but  see  item  2  under  DATA  TO  BE  EXCLUDED). 
It  may  include,  at  the  institution's  option,  first  lien  loans  for 
home  improvement  purposes  if  the  institution  normally  classifies 
first  lien  loans  as  purchase  loans.   It  does  not  include  FHA  Title  I 
loans,  which  are  to  be  entered  in  column  C. 

2.  Column  B: 

Other  home  purchase  loans  ("conventional"  loans)  on  l-to-4  family 
dwellings .   This  category  includes  loans  secured  by  liens  (both 
first  and  junior  liens)  and  made  for  the  purpose  of  purchasing 
residential  real  property,  other  than  FHA,  FmHA,  and  VA  loans.   It 
includes  refinancings  (but  see  item  2  under  DATA  TO  BE  EXCLUDED). 
It  may  include,  at  the  institution's  option,  first  lien  loans  for 
home  improvement  purposes  if  the  institution  normally  classifies 
first  lien  loans  as  purchase  loans. 
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3-.   Column  C : 

Home  improvement  loans  on  l-to-4  family  dwellings.   This 
category  is  limited  to  any  loan,  including  a  refinancing 
that  is  to  be  used  for  repairing,  rehabilitating,  or  re- 
modeling a  residential  dwelling  and  that  is  recorded  on  the 
institution's  books  as  a  home  improvement  loan.   It  includes 
both  secured  and  unsecured  loans. 

4 .   Column  D: 

Loans  on  multi-family  dwellings  (5  or  more  families) .   This 
category  includes  home  purchase  and  home  improvement  loans  - 
that  is,  it  covers  the  same  types  of  loans  as  are  covered  in 
columns  A,  B,  and  C.   The  difference  is  that  those  columns 
relate  to  loans  on  l-to-4  family  dwellings,  whereas  column  D 
relates  to  loans  on  dwellings  for  5  or  more  families. 
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5.   Column  E: 

Non-occupant  loans  on  l-to-4  family  dwellings.   This  is  an 
addendum  category  for  reporting  those  home  purchase  and  home 
improvement  loans  on  1- to- four  family  dwellings  (recorded  in 
columns  A,  B,  and  C)  that  were  made  to  a  borrower  who  did  not, 
at  the  time  of  the  loan  application,  intend  to  use  the  property 
as  a  principal  dwelling.   The  institution  may  assume,  unless  its 
records  contain  information  to  the  contrary,  that  a  loan  it  pur- 
chases does  not  fall  within  this  category. 

WHEN  AND  WHERE  TO  FILE 

1.  The  institution  must  send  three  copies  of  the  disclosure  statement 
to  the  Division  of  Banks,  Commonwealth  of  Massachusetts,  100 
Cambridge  Street,  Boston,  MA,  02202  no  later  than  March  31  following 
the  calendar  year  for  which  the  loan  data  were  compiled. 

2.  The  institution  must  make  its  disclosure  statement  available  no 
later  than  March  31  for  examination  by  the  public. 
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Bank  Name 
Address 


I.   Person  to  contact  at  your  bank  concerning  this  report 

Name   _. 

Title 


Telephone  No, 


II.   Will  you  be  doing  your  own  data  processing?   Yes       No  

IF  YES,  provide  name  and  telephone  number  of  person  to  contact 
at  your  bank  concerning  data  processing,  if  different 
than  above; 

Name 

Telephone  No.   , 


IF  N0r   provide  name  of  data  processing  service  you  will  be  using, 
person  responsible  for  your  account,  and  telephone  number: 

Name  of  Data  Processing  Service  

Address 


Name  of  Person  Responsible 
for  your  account  


Telephone  Number 


MORTGAGES  — . 
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How  data  is  reported: 


1.  Data  will  be  reported  broken  out  by  geocode  on  magnetic*  computer  - 
tape.  . 

2.  Data  reported  by  geocode  on  magnetic  computer  tape  vill  also 

be  reported "on  hard  copy  forms  as  totals  for  your  bank  (FORMS  A, 
B,  C,  D,  E,  G,  H,  I,  J,  and  K) 

3.  Certain  data  for  reconciliation  purposes  will  be  reported  only 
in  hard  copy  form  (FORK  X) 

Where  mortgage  data  is  recorded: 

There  are  two  different  ways  in  which  mortgage  information  must  be 
submitted.   FORKS  A  through  E  cover  OUTSTANDING  MORTGAGES  (portfolio 
composition)  as  of  30  June  1980.   FORMS  G  through  K  cover  MORTGAGE  ACTIVITY 
(applications  and  grantees)  for  one  year  ending  30  June  1980.  Within  these 
two  categories,  the  breakdown  of  loan  types  is  the  same.   Below  is  a  chart 
indicating  the  types  of  loans  and  their  particular  forms. 

■    ■    .  "■  i 

Mortgage  or  loan  type  Form  for  Form  for- one 

Outstandings        year's  activity 

All  conventional  mortgages  on  1-4 
family  residences A. .....G 

All  mortgages  insured  by  FHA  or 
guaranteed  under  the  VA,  excluding  , 
federally  insured  home  improvement 
loans .....B H 

All  mortgages  on  other  buildings 
designed  principally  as  residences.  .......  ,C ..1 

All  other  mortgages,  excluding 
construction  loans,  participation 
loans,  or  any  loans  owned  as  a 
block E K 

All  loans  for  home  improvements, 
whether  collateralized  by  real 
property  or  taken  out  'as  personal 

Installment  loans,  including  FHA  ^ 

Title  1  Home  Improvement  Loans D J 


Approved  by  AlXred  C.  Holland,  State  Purchasing  Agen 
Publication  #  ll898-l50-13-5-30-CR 


mortgages  -  2 

I.  WHAT  IS  REPORTED  BROKEN  OUT  BY  GEOCODE  ' 

Individual  mortgages :   Data  on  individual  mortgages  in  the  Bank's 
portfolio  must  be  supplied  broken  out  by  goecode  for  each  of  the  two 
ways  in  which  mortgages  are  reported  (i.e.,  outstandings:  FORMS  A-E; 
one  year's  activity:  FORMS  G-K) . 

For  instance,  if  your  bank  has  outstanding  in  one  particular  geocoda  - 
each  of  the  five  loan  types  in  the  chart  above,  there  will  be  five 
different  records  (FORMS  A-E)  for  that  geocoda.   If  your  bank  has  granted 
and/or  has  had  applications  for. all  five  types  of  loans  in  a  parti- 
cular geocode  area  within  the  year  ending  this  June  30th,  there  will 
again  be. at  least  five  different  records  (FORMS  G-K)  for  that  geocode.  ' 
A. maximum  of  ten  different  mortgage  records  per  geocode  is  possible-. 

Participations:   Only  participations  in  an  individual  mortgage 
(a  single  mortgage  made  in  cooperation  with  one  or  several  other  finan- 
cial institutions)  must  be  reported  by  geocode,  and  only  for  the  amount 
of  the  share  purchased  or  retained  by  your  Bank.   All  other  participation 
arrangements  are  reported  only  in  aggregate  totals  for  reconciliation 
purposes,  under  the  instructions  of  section  III  below. 

Note  on  Geocodes 

Data  submitted  on  computer  tape  will  be  geocoded  by  zip  code.   For 
the  Cities  of  Boston  and  Lynn,  information  must  be  coded  by  census  tract 
as  well  as  by  zip  code..  There  are  "in  addition  four  special  geocodes: 

66666     City  of  Boston  and  City  of  Lynn  data  not  assignable  to  a 
census  tract 

77777      Data  not  assignable  to  a  zip  code 

88S8S     Data  outside  the  Boston  SMSA  but  inside  Massachusetts 
•  "  ("Other  Massachusetts") 

99999     Data  outside  the  state  ("Out  of  State") 

Data  within  the  Boston  Standard  Metropolitan  Statistical  Area  (SMSA) 
is  the  only  data  that  must  be  assigned  a  geocode  on  a  deposit-by-deposit 
or  mortgage -by-mortgage  basis.   This  data  is  then  classified  by  FORM 
(FORM  1  for  deposits  and  FORMS  A-E,  G-K  for  mortgages),  aggregated  into  one 
total  on  each  applicable  FORM  for  each  geocode  in  which  there  is  activity, 
and  reported  on  computer  tape. 

Note  that  the  four  special  geocodes  above  are  aggregate  totals  for 
your  Bank.   Whatever  does  not  fit  into  Boston  SMSA  geocodes  must  go  in 


s 


\  either  8SS33  ("Other  Massachusetts")  or  99999("Out  of  Srate") .   Da 


V-Cl 
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known  to  pertain  to  the  Cities  of  Boston  or  Lynn  but  unassignable  to  a 

particular  census  tract  goes  as  a  total  for  each  applicable  FORM  in       ( 

66666.   All  other  unassignable  data  should  go  in  77777.   These 

Special  geocodes  are  recorded  just  as  regular  geocodes  are:   there  is  a 

maximum  of  eleven  different  records  (FORMS  1,  A-E,  G-K)  for  each  special 

geocode. 

The  following  table  summarizes  geocoding  requirements: 


Area 


Geocode  Type 


Use  any  applicable  FORM  (1, 
A~E,  G-X)  for... 


City  of  Boston 


Zip  &  Census  Tract 


...each  zip  code  and  census 
tract  with  activity 


City  of  Lynn 


Zip  &  Census  Tract 


...each  zip  code  and  census 
tract  with  activity 


Unassigned  census 
tracts 


Special  geocodes 


...one  instance  of  66665  pe: 
FORM 


» 


Boston  SMSA 
(except  Cities  o: 
Boston  and  Lynn) 

All  other  Kass. 
(outside  Boston 
SMSA) 


Zip  Code  only 


Special  geocode 


...each  zip  code  with 
activitv 


...one  instance  of  S8333  per 
FORM 


Out  of  State 


Special  geocode 


...one  instance  of  99999  pe; 
FORM 


Unas signed  Zip 


^oeciax  oeococe 


...on^   instance  of  77777  pe; 
FORM 


Page   6  is  a  list  of  zip  codes  of  all  communities  in  the  Boston  SMSA 
outside  the  Cities  of  Boston  and  Lynn.   Page  7   is  a  list  of  zip  codes 
for  the  cities  of  Boston  and  Lynn.   Page  8  *  is  a  list  of  census  tracts 
in  the  Cities  of  Boston  and  Lynn. 

In  most  cases,  and  especially  for  census  tracts,  banks  or  their 
service  bureaus  will  have  geocoding  done  by  an  outside  commercial 
processor.   For  those  banks  that  must  geocode  manually,  information 
on  census  tracts  can  be  obtained  from  two  sources: 


1)  Regional  Census  Bureau  Office 
441  Stuart  Street 

Boston,  MA 

2)  United  Community  Services  of  Boston 
14  Somerset  Street 

Boston,  MA 


( 


United  Community  Services  publishes  a  street  list  for  Cities  of  Boston 
and  Lynn*  bv  census  t-r.^.1- 


-.»•> A.or>  rfi-iov-   .-v—   —i. 


**i^ 


i 
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IX,   GEOCQDH  DATA  ALSO  REPORTED  AS  HARD  COPY  TOTALS  t 

)  The  data  reported  by  geocode  on  computer  tape  must  be  totaled  into 

various  categories  and  recorded  on  the  hard  copy  forms  provided  (FORKS  A-E, 
G-X).   The  categories  are  indicated  on  the  hard  copy  form. 

III.  WHAT  IS  REPORTED  ONLY  IN  AGGREGATE  FORM  FOR  RECONCILIATION  PURPOSES 

i  -  — ^ ~~  ■   ■     .        —  ■  ,    ■        —     ■  pi. _  |        ..)  rii  .    ' M 

In  addition  to  geocoded  computer  data  on  the  five  types  of  mortgages 
listed  above,-  certain  types  of  loans  must  be  reported  as  totals  for  your 
bank  on  the  hard  copy  form  provided  (FORM  Y) .   This  will  permit  us  to 
reconcile  totals  reported  to  us  under  II  and  III  of  this  sheet  to  various 
call  reports  and  reports  of  condition.  Depending  on  your  bank,  some  of  these 
loan  types  will  be  relevant,  and  others  not.  A  list  of  loan  types  and  a  full 
explanation  of  how  totals  should  be  reported  is  given  below. 

The  instructions  regarding  participation  in  pools  of  loans  vary  some- 
what between  Commercials  and  Thrifts  (Savings,  Coops,  and  Credit  Unions). 
This  reflects  a  difference  between  the  way  such  loans  are  reported  hy 
Commercial  banks  to  FDIC  on  the  Consolidated  Report  of  Condition  and  by 
Thrift  Institutions  on  the  State  Banking  Commissioners  Call  Report. 

Instructions  regarding  construction  loans  and  loans  secured  by 
farmland  are  the  same  for  both  types  of  institution. 

1.   Construction  Loans:   Report  as  one  total  amount  for  your  bank. 

'2.   Loans  Secured  by  Farmland:   Report  as  one  total  amount  for  your 
bank. 

3..  Participations:   (Separate  instructions  for  Commercials  and  Thrifts 
as  follows 

Thrifts  (as  per  Commiss loner* s  Call  Report  Instructions) 

A.  Report  ALL  TYPES  0?  PARTICIPATION  LOANS  (except  participations 
in  individual  loans)  as  a  total  amount  representing  only  your 

.bank's  share  In  the  participation.   Participations  in  Individual, 
loans  should  be  reported  in  geocoded  form  on  the  magnetic  tape, 
as  indicated  on  page  2  in  the  paragraph  labeled  'participations* , 

B.  Do  not  report  any  shares  represented  by  CERTIFICATES  0? 
PARTICIPATION,  BONDS,  NOTES,  OR  DEBENTURES  issued  by  the 
U.  S.  Government  and  Its  Agencies  such  as  FNHA,  GNMA,  or 
FKLKA.   These  are  classified  by  the  Commissioner's  Call 
Report  as  securities. 

Commercials  (as  per  FDIC  Instructions  for  Consolidated  Report 
of  Condition) 

A.  CNMA  AND  S3A  GUARANTEED  PARTICIPATIONS  should  not  be  reported. 
These  are  treated  by  FDIC  as  assets  (item  3,  FDIC  Consolidated 
Report) . 
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B.  INDIVIDUAL  PARTICIPATIONS  (participations  in  individual  loans)  .  jf 
should  be  reported  In  geocoded  form  on   the  magnetic  tape,  as 
Indicated  on  page  2  in  the  paragraph  labeled  'participations*. 

C.  Participations  purchased  by  your  bank  with  an  AGREEMENT  TO 
RESELL  should  not  be  reported.  These  are  regarded  b*J  PDIC 
as  loans  to  other  financial  institutions. 

D.  Participations  sold  by  your  bank  with  an  AGREEMENT  TO  REPURCHASE 
should  be  reported  as  a  total  including  each  entire  pool  of  this 
type  (i.e.,  both  the  share  sold  and  the  share  retained). 

E.  "PASS -THROUGH"  PARTICIPATIONS  IN  POOLS  0?  LOANS  where  there 
is  a  pro  rate  sharing  of  the  pooled  loans  and  a  proportionate 
sharing  of  principle  and  interest  payments  (i.e.,  in  which 
the  terms  of  the  participation  are  the  same  as  those  of  the 
underlying  loans)  should  be  reported  as  a  total  representing 
only  your  bank's  share  of  such  participations. 

F.  Participations  in  POOLS  OF  LOANS  where  the  terms  of  the 
instrument  of  participation  differ  from  the  terms  of  the  loans 
comprising  the  pool: 

(1)  Sellers  of  shares  in  such  participations  should  report 

<^  the  total  amount  of  the  entire  pool  /" 

(2)  Buyers  of  shares  in  such  participations  should  not 
report  thera  in  any  total. 

NOTES 

Condominiums  should  be  classified  as  1-4  family  residences,  either  on 
Forms  A  and  G  for  conventional  loans,  or  on  Forms  B  and  H  for  FKA-VA  loans. 

"Average  Interest  Kate"  as  used  on  FORMS  A,  B,  C,  E,  G,  H,  I,  &  K 
is  defined  as  the  sum  of  interest  rates  of  the  applicable  loans  divided 
by  the  number  of  such  loans. 

"Average  Loan  to  Value  Ratio"  as  used  on  FORMS  G,  H,  I,  &  K  is 
defined  as  the  total  of  mortgage  dollars  granted  under  the  applicable 
mortgages  divided  by  the  total  appraised  value  of  all  the  properties 
covered  be  those  mortgages. 


>- 


i 
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ZIP  CODES,  cities  and  towas  in  SMSA 
.  EXCEPT  Boston  &  Lvnn 

The  Zip  Codes  listed  below  are  for  areas  in  the  Boston  SMSA  that 
should  only  be  submitted  geocoded  by  Zip  Code. 


01701 

Framinghaa 

01719 

Boxborough 

01720 

Acton 

01721 

Ashland 

01730 

Bedford 

01741 

Carlisle 

01742 

Concord 

01746 

Kolliston 

01760 

Natick 

01770 

Sherborn 

01773 

Lincoln 

01776 

Sudbury 

-01778 

Wayland 

01801 

Wobum 

01803 

.Burlington 

01854 

North  Reading 

01857  " 

Reading 

01860 

Wakefield  . 

1  -\1837 

Wilmington 

.890 

Winchester 

"01906 

Saugus 

01907 

Svampscott 

01903 

Nahant 

01915 

Beverly 

01921 

Boxford 

01923 

Banvers 

01935 

Hamilton 

01940 

Lynnfield 

01944 

Manchester 

01945 

2-farblehead 

01949 • 

2-iiddleton 

01960 

Peabody 

01955 

Beverly 

01970 

Salem 

01932 

Hamilton 

0.1933 

Topsfield 

01984 

Wenham 

02018 

Hingham 

02019 

Bellingham 

02020 

Marshfield 

02C21  • 

Canton 

02025 

Cohasset 

^">026 

Dedham 

>30 

Dover 

^_J32 

Walpole 

02035 

Foxborough 

02038 

Franklin 

02041 

Marshfield 

02043 

Hinghaza 

02167 

Newton 

02045 

Hull. 

V  0216S 

'  Newton 

02047 

Duxbury 

02169 

Q.uincy 

02050 

Marshfield 

02170 

Quincy 

02051 

Marshfield 

02171 

pjuincy 

02052 

Medfield 

02172 

Watertovn 

02053 

Medway 

02173 

Lexington 

02054 

Millis 

02174 

Arlington 

02056 

Norfolk 

02175 

Arlington  Heights 

02059 

Marshfield 

02176 

Melrose 

02050 

Scituate 

02177 

Melrose . 

02051 

Norwall 

02178 

Belmont 

02052 

Norwood 

02179 

Belmont 

02065 

Scituate  - 

.  02180' 

Stonaham 

02066 

Scituate 

02181 

Welles ley 

02057 

Sharon 

021S4 

Braintrea 

02071 

'  Walpole 

02185  . 

Braintrea 

02072 

Stoughton 

02186 

Milton       ^ 

02081 

Walpole 

02187 

Milton  Villag  \ 

02090 

Westwood 

02183 

Weymouth.  Lamding 

02093 

Wrentham 

02189 

Weymouth 

02138 

Cambridge 

02190 

Weymouth 

02139 

Cambridge 

02191 

Weymouth 

02140 

Cambridge 

02192 

Needham  . 

02141 

Cambridge 

02193 

Weston 

02142 

Cambridge 

02194 

Naedham  Heights 

02143 

Somerviile 

.   02195 

Newton 

02144 

Some rvi lie 

02326 

Pembroke 

02145 

Somerville 

02327 

Duxbury 

02146 

Brookline 

02332 

Duxbury 

02147 

Brookline 

02339 

Hanover 

02148 

Maiden 

02341 

Hanson 

02149 

Everett 

02343 

Kolbrook 

02150 

Chelsea 

C2351 

Abington 

02151 

Revere 

02353 

Pembroke 

02152 

Winthrop 

02359 

Pembroke 

02153 

Tufts  College 

02354 

Kingston 

02154 

Waltham 

02353 

Randolph 

02155 

Medford 

02370 

Rockland. 

02155 

Medford 

02158 

Newton  Corner 

02159 

Newton 

'[ 

02160 

Newtonville 

02161 

Newton  Highlands 

02162 

Newton  Lower  Falls 

02164 

Newton  Upper  Falls 

02165 

Newton 

02166 

Newton 
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2IP  CODES,   cities  of 
BOSTON  &  LYNN 

The  Zip  Codes  listed  below  are  for  areas  in  the  Boston  SMSft  that  must-  also 

submit  in forma tion  geocoded  by  Census  Tract.  ■ 


> 


Boston: 

• 

02101 

Main  P.O..  Boxes 

.02123 

OZ102 

»» 

02124 

02103 

« 

02125 

02104 

i* 

02126 

02105 

i» 

02127 

0210S 

ti 

02128 

02107 

!» 

02129 

• 

02130 

02108 

.Downtown  P.O_  Boxes 

0213X 

02109 

#» 

02132 

02110 

»» 

-   02133 

02111 

»» 

02134 
02135 

02112 

Essex  Station 

02136 

02113 

Hanover  Street 

02137 

02114 

West  End 

02163 

02115 

Back  Bay 

02183 

02116 

Back  Bay  —  Tremont 

02199 

02117 

Bask  Bay  -  P.O.  Boxes 

02201 

02118 

South  End 

02202 

02119 

Roxbury 

•  02203 

02120 

Roxbury  Crossing 

02210 

02121 

Grove  Hall 

02215 

02122 

Field's  Comer 

02241 

Back  Bay  -  P.O-    Boxes 

Codaan  Square 

Uphams  Comer 

Matt  ap  an 

South  Boston 

East  Boston 

Charlestown 

Jamaica  Plain 

Eoslindale 

West  Koxbury 

State  House 

Allston 

Brighton 

Hyde  Park 

Readville 

Soldier's  Field 

Federal  Reserve 

Prudential  Center 

City  Hall 

State  Office  Building 

J.F.K.  Building 

Army  Base 

Kenrr.ore 

First  National  Bank. 


c 


Evrun: 


01901 
01902 


01905 


01903 
01904 


I- 


i 
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CENSUS  TRACTS,  cities  of 
Boston  &  Lvnn 


The  census  tracts  listed  below  are  for  areas  in  the  Boston  SMSA  that  ixiust 
submit  information  geocoded  by  census  tract  as  well  as  by  zip  coda* 
These  areas  constitute  the  cities  of  Boston  and  Lynn,.  PLEASE  NOTE  that 
we  are  not  requesting  that  any  census  tracts  be  aggregated  into  other 
census  tracts. 


( 


€ 


Boston: 

. 

0001 

0501 

0707 

0906 

1103 

0002 

0502 

0708 

0907 

1104 

0003 

0503 

0709 

0908  . 

1105 

0004 

0504 

0710 

0909 

1106 

0005 

0505 

0711 

0910 

1201 

0006 

0506 

0712 

0911 

1202 

0007 

0507 

0801 

0912 

1203 

0003 

0503 

0802 

0913 

1204 

0101 

0509 

0803 

0914 

•  •  1205 

C102 

0510 

0804 

0915 

1206 

0103 

0511 

0305 

0916 

1207 

0104 

0512 

0806 

0917 

1301 

0105 

0601 

0S07 

0918 

1302 

•0106 

0602 

0803 

0919  . 

1303 

0107 

0603 

0809 

0920 

1304 

010S 

0604 

0810 

0921 

1401 

0201 

0605  • 

0S11 

0922 

1402 

0202 

0606 

0812 

0923 

1403 

0203 

•  0607 

0S13 

0924 

1404 

0301 

0608 

•  0814 

1001 

0302 

0609 

0815 

1002 

0303 

0610 

0816 

1003 

0304 

0611 

0317 

1004 

0305 

0612 

0818 

1005 

0401 

0613 

0819 

1006 

0402 

0614 

0S20 

1007 

0403 

0701 

0321 

1008 

0404 

0702 

0901 

1009 

0405 

0703 

0902 

1010 

0406 

0704 

0903 

1011 

0407 

0705 

0904 

1101 

0403 

0706 

0905 

1102 

. 

Lvnn 


c 


2051 

2056 

2061 

2066  • 

2071 

2052 

2057 

2062 

2057 

2072 

2053 

2058 

2063 

206S 

2054 

2059 

2064 

2069 

2055 

2060 

2065 

2070 

DEFINITION 


;   "Form  D' 


includes  all  outstanding  loans  granted  for  the  purpose  of 
making  home  imporvements,  whether  collateralized  by  real  pro- 
perty or  taken  out  as  a  personal,  installment  loan;   includes 
FHA  Title  I  home  improvement  loans.  ■ 


FORM  D 


ttmmmm    \  m  *m 


■!*■"*>  ■^■■m-^J- 


OUTSTANDING  KOMB  IMPROVEMENT  LOANS 


As  of  June  30,  19S0 


Gaoaraohi.c  Area 
(.Census  Tract  or 
Eip  Code  Totals) 


I 


-J 


number  of  loans 
outstanding 


MMAjftflflnMMGEMMtotoMiuiMaaMa*** 


dollar  amounu  of 
outstanding  loans 


Boston  SMSA  (Zip 
Code  Total,  includes 
Bos'rrr1-  &  Lynn) 


i  winr  i  j  mm  >■ 


IT^nher  Massa- 
chusetts CS3S88) 


■»>.■>»»■<  i.»<r»  j" 


Out  of  State  (99999)    | 


Ur.idar.tified  Zip 

Cede  (77777)  f 

~~  hi  urn  in  i  i'i n  -ii  '  'f  i    — i-~~ir  *r  •  M  '  '  *  rrirrr  "j 


Grand  Total  (All 


Boston  SMSA  Zip  Codes 
plus  All  Other  Massa-   - 
chusetts,  Out  of  State, g 
i  Unidentified  Zip 
Code) 


MEMORANDA 


-,    .  -    ■— .   ■  ■     ■     «-.  -«-■»  .  »■  ■  .-.  -  »  at/otm  >■  *»■■-.  r~-  -■»-  ■  i  .  .r^t..  ..,■■■■  B—  >■—  ■    M  Bi»a»W  •  -  m —  •  -n t  ••  -i.;iwn«~  ti  — i a    ^-^-~—     1    ---»->■  i  -,  ^  -y,  ,,r     i       ■  t  ;■-,  tj  *■  -  -  v-i  >  » '  '*-  *- 


Boston  £•  Lynn  -  Zip    | 
Cede  Total  | 

ii   i   -  ~ ' —  i —  -■  ~ *  "~  —  — i  i  -  ■  • 


Boston  &  Lynn  -  Census 

Tract  Total 

.on 


ract  Total 

-,   -ii   ~in ~  —  --  —  —  ■■ —...■.,■.  —  .f  -.--.,  —  t-iiTiii^ii- 


Unit   iified  Census 


-~  *  ■■■■■-  t,  i—  ,,  r   in  ..I  -  ,,. 


\~o_e 


Information  for  individual  census  tracts  or  zip  codes  should  not  be  submitted  in 

non-computerized  form  to  the  Office  of  the  Commissioner  of  Banks.   Only  the  above 

specified  totals  shop Id  be  sent  to  this  nfrir; 
r^  ^m  LO  cne  Oriice  of  the  Co-v 


fOir-'  "i  o^  i —  *■  -  *« 


«i  i  i  -ir  -  ii  i  i  r  -l  »  .ill'   r-'  -  I "    ■■■•»—■■■■   ■  —  ■■■  ■—    r'  ■  ■  i  — 1 1     i   r   I  >    iif-fn   Ti     i>n»»>ini    WMW    I     i         -■ 


•  .    "     .  '•  DEFINITIONS  •      ' 

t 

'orm  A"   includes  all  conventional  mortgages  outstanding  on  residences  for  1-4  families 


Form  B"   includes  all  outstanding  mortgages  which  are  insured  by  the  Federal  Housing 
Administration  or  guaranteed  under  the  Veteran  Administration  excluding 
Federally  insured  home  improvement  loans  (See  "Form  D") 

"Form  C"   includes  all  conventional  mortgages  outstanding  on  all  other  buildings  designed  - 
principally  as  residences 

"Form  E"   includes  all  other  outstanding  mortgages 


FORM  (A,  5,  C  or  E) 


OUTSTANDING  MORTGAGES 


As  of  June  30,  1930 


:?*" 


I 


Geographic  Area 
(Census  Tract  or 
Zio  Code  Totals) 


number  of 
mortgage  loans 
outstanding 


average  • 
interest 
rate 


■i ». i  .  i  ..— i 


Boston   SMS A    (Zip 
Cede  Total,    includes 
gosjp^n   &  Lynn) 


G 

I 


i  null mi     m>w*iw«wi  «wu  ' 


amount  of 
mortgage  dollars 
outstanding 


§ 

*»•••.. 


All  Other  Massa- 
chusetts (83S38) 


i-i-»iii<  iin«ii>i  ii-riijii  i »>-■■ ' in MBWwimaiiai 


Gut  of  State  (99999) 

Gr.ider.tified  Zip 
Zode  (77777) 


» 

a 


>  -«i  m  i   'i~>i»i>ii-"Tfci  Tr>m  it  jtnnruf  i;  r»r>»  »»~>j 


;rand  Total    (All 


Boston   SMSA   Zip  $ 

lodes  plus  All   Other       | 
•lassachusects,    Out 
if  State,    and  Uniden 


:ified  Zip  Cede) 


-  1 


§ 
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GIXORANDA 


k 


ore:   Information  for  individual  census  tracts  or  zip  codes  should  not  be  submitted  in 
r.on-corrputerized  form  to  the  Office  of  the  Commissioner  of  Banks.   Only  the 


>0 -i /■=■   c-  — > _■% ^ ■»  -c  ■»  «-» .J   *.-»*.  ~  1 


■ <   ■■  ■  .  ■  m 


DEFINITION 


j  r^  )    ■««  ,"    *£%?££»*  -£*«  ,»iy  i,  1979  to  June  lg80 

installment  loan;    includes  TOtES  I T  "-"  PerSOna1' 

s  rn»  iitle  I  none  lmprovenent  loans. 


( 


r-  ■   i  .  I—    ..,. 


■  »      I— | 


*  iwn  ■  |  i^ii  t 


?c?o-f  -j 


M0KTGAG2  ACTIVITY,    HOME   HeaoyEMESS  LOANS 


«*»>*« 


"***  '"        "     ■  -  rir     i ii 


olographic  Area 
{Census  Tract  or 
Zip  Code  Totals) 


*****  -    *     ~  11T ,L||.L 

3os^on  SMSA    (Zip 

Code   Total,    includes      ] 

2ov-    n   &  Lvnn)  § 

»"?         >"""«in   i»'>-*-|ii«).i,Kiiii,^,.v1>^ 

---11  Other  vassa- 
cusettrs    (SSS8S) 


f^z  of  State    (99999) 

p-idezitifiec  zir> 
^?    (77777) 


number 
of  loans 
granted 


"■   '        ■■■■■^J» 


Prom  July  1,  1979 
To     June  30,    1930 


amount 
granted 


*MWWI 


—  '  ■     II I  ill  — . 


number  of 
applications 


dollar  airount 
applied  for 


3r— ~-d   To  tag    (All 
scstcn  S>!3A  Zip  codes 
*us  Ail   Other  Kassa- 
-usetts,    Out  of 

l-ate,    &   Unidentified    j 
-?  Code)  | 


^s^.on   &  Lynn   —   z^'o 
5ie   Toual 


■"— '  '     ■  '■'     I    ■       M 


;s'on   s   Lynn   -   Census 


?tal 


f"  >m'  ■  '  .■■  :. 


f 


lc-i^     fied   Census 


acr   Total 


1 1 


SS^^^^^r^^^^^-  oe  s^tted  j. 


DEFINITIONS 

—o-g.  G"   includes  all  conventional " mortgages  made  from  July  1,  1979  to  June  30,  1980  on 
residences  designed  for  1-4  families 

•C-  K»   includes  all  mortgages  made  from  July  1,  1979  to  June  30,  1980  which  are  ins,   d 
X      by  the  Federal  Housing  Administration  or  the  Veterans^ Administration  excluding 
Federally  insured  home  improvement  loans  (See  "Form  J") 

"Fo-m  I"   includes  all  conventional  mortgages  made  from  July  1,  1979  to  June  30,  1980  on 
all  other  buildings  designed  principally  as  residences 

'•-oA*   K"   includes  all  other  mortgage  loans  made  from  July  1,  1979  to  June  30,  19S0 


m  .      r     ■  ■-' ■«-—•■  »-■'"■«  im^»f.»^><  ...mvir  ■    .  nni  -i    -  ■  mmtmm "-"■  B  i  ■■  ™  H>«M»— M  W  MM  '-'  "i~^i-r  ~y  -~-*n- 


a  mflTTOi  r—  ^~»"l  li  At- 


FORM    (G,    H,    I  or  K) 


MORTGAGE  ACTIVITY 


From  July  1,    1979        To  June   30,    1930 


...  -  -.  -,-^.r— ,,  „   jwme>W» MWMWW M— MMM—  i      '"■  MB  — <t*l  I  >— BJM *"""*  *** — n"~~*^~TiT- — ■~~r  •—  '—  Y  1  Bi  _-  T 1    rvilTMii  Tl  T~'i  iTiO'iViTIT 


Geographic  Area 
(Census  Tract  or 
Zio  Code  Totals) 


number  of 
! mortgage 
t loans 

granted 


average 

int. 

rate 


mortgage 

dollars 

granted 


avg. 
loan 
to 

value 
ratio 


number  of 
applica- 
tions 


dollar  amt. 
of  mortgage 
applica- 
tions 


numoc  . 
of 

fore- 
clcsur 


Boston  SMS A  (Zip       ^ 
Code  Total,  includes 

3o3-~ci  £  Lynn) 

4  ■» 

-.11  cstaer  Massa- 
chusetts   (S3833) 


a    i      »   .  II  |.  ,-►»  W»ll»  n,n  hW    -»   Ti'.iil  iViI'Mi'll    i'a"iln"*t"'->- 

Cut  of  State    (99999)         H 


■  a  t—  ■*  m  mm*  '■*  ■* ■'■  M—i  ■  ■*  ■■  ft  ~»« i  ■>«  ■■>*<  i  i tV 


:oc=    (77777) 


r 


■  i'»iiii>  ■  n  m)  in.  ■  i»ir»i  iTn  ■-<  ■>  «  -wwj  iUfr> 


prand  Total  (All  § 

Boston  SMSA  Zip  Codes  i 

Dius  All  Other  Massa-  S 

thusects,  Out  of  | 

>r  =  te,  &  Unidentified  I 

fio  Code)  $j 


—i 


F: 


■»V^||  »i  ■WMW  ■■  ■— i  ■  ■  ■  i—WwaMiM  M  |   >J 


r r»  ni-rif  *    i*    'ir* 


Dsron  £  Lynn 
:de  Totals 


Zip 


ii  *».■■>  t  -»^r»'  ih,iWi.><->>; 


DSt:or.  £  Lynn  -  Census  5 


-act:  Totals 

■T 


aMm  W>UMwS  Ifl4*> 


r.iCi 


'    .^-?   ,*    "> 


._»_=:♦■      neG   Census 
-r-etV  ^ta! 


krac_ 


al 


! 
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Information  for  individual  census  tracts  or  zip  codes  should  not  be  submitted  in 
non-computerized  form  to  the  Office  of  the  Commissioner  of  Banks.   Only  the  above 


•  »i  .-tr: ."  ^L^-V.rl  vi^.-*-1^-^?- 


l^^^\„-    Jw.   — 


7>TI '  r=*       *?~\n.r.- 


a  ^j»     t-. 


•$£" 

?.^. 


DEFINITIONS  — 


"FORM  Y"    includes  aggregate  totals  for  your  Bank  of  certain  mortgage  amounts 
requested  in  hard  copy  form  only.   Please  refer  to  Mortgage 
Instructions  ,  Part  III,  for  full  instructions. 


^^— >^ ^^ »w^ wBmmmmjm  ■ »  ■  d<— ■ ^*o  — w^»»-*^— ■— « »*»^^» 


FOPS  Y  AGGREGATED  SPECIAL  MORTGAGES  As.  of  June.  30,  1980 

1      *  I  '  "" -~ ^-^* I  |  "    I    liin.ii.ii.il     ii    .    ,i     ■  ..,..,,,■,,    .,— |  |       ,  -  |  ,   i      -    |  -  ,|  .1  I  II  n  I -*!■__. 

Construction  loans:   total  amount  outstanding  £ 

. "  § 


Loan  secured  Z>y   farmland:   total  amount  outstanding 


Participations  (note  seperate  lines  for  Thrifts  and  Commercials) 
Thrifts  only 

All  Particioation  loans:   Bank's  share  only  *) 
•                               t 


- 


-g- 


Commercials  only  5 

Participations  in  individual  loans:   Bank's  share  only  ^ 


Participations  SOLD  with  an  agreement  to  REPURCHASE: 
Both  share  sold  and  share  retained  by  Bank 

-        I  .      -        .  ■    |   I    I       -..it     w    -    ■     L  .  I  -  I.   ~  ■  ■  .  '  T    1  I      I      -      II. 

"Pass  Through"  participations:   Bank's  share  only 


s 


u 
Pools  of  loans  with  terms  of  instrument  different  form  £ 

terms  of  underlying  loans:   SELLERS  ONLY  of  such 

participations  report  entire  amount  of  pool(s)  (both  | 

share  retained  and  share  sold  by  Bank) 


_. 1 
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vi 

TOTAL  ALL  amounts  of  mortgage  dollars  outstanding  from 

FORM  A  \\ 


FORM  B 


FORM  C 


s 


2  Jr 


FORM  D 


A 


i 


FORM  E 
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GRAND   TOTAL 


DEPOSITS 


Kow  data  is  reported: 

1.  Data  will  be  reported  broken  out  by  geocode  on  magnetic 
computer  tape. 

2.  Data  reported  by  geocode  on  magnetic  computer  tape  will  also 
be  reported  on  hard  copy  forms  as  totals  for  your  Bank  (FORM  1). 

3.  Certain  data  for  reconciliation  purposes  will  be  reported  only 
in  hard  copy  form  (FORM  X). 

Where  deposit  data  is  recorded: 

Deposit  information  for  you  Bank  will  be  recorded  under  the  layout 
of  FORM  1.   Each  geocode  in  which  there  is  deposit  activity  will  be 
represented  by  one  and  only  one  FORM  1  record.   All  of  the  different  types 
of  deposits  for  each  geocode  (Savings,  Time,  NOW,  Demand)  must  appear  on 
one  unique  record  for  that  geocode. 

I.  WHAT  IS  REPORTED  BROKEN  OUT  BY  GEOCODE 

•-.  Any  of  the  following  types  of  deposits,  whether  held  by  individuals; 

***         partnerships;  or  non-bank,  non-govermr.ent  corporations,  must  be  reported. 

Depending  on  your  Bank,  some  of  these  deposit  types  will  be  relevant  and 

others  not. 

-Regular  Savings  -Share  Accounts  -Special  Notice 

-Term  Deposits  -Xeogh  -NOW 

-Demand  Deposits  -IRA  '-.  -Time  Deposits 

-Certificates  of  Deposit  up  to  and  including  $100,000  in  value 

-Money  Market  Certificates  up  to  and  including  $100,000  in  value 

-Term  Certificates  up  to  and  including  $100,000  in  value 

Note  on  Geocode s 


X 


Data  submitted  on  computer  tape  will  be  geocoded  by  zip  code.   For  fch< 
Cities  of  Boston  and  Lynn,  information  must  be  coded  by  census  tract  as 
well  as  by  zip  code.   There  are  in  addition  four  special  geocodes: 


code 


66666     City  of  Boston  and  City  of  Lynn  data  not  assignable  to  a 
census  tract 

I  77777     Data  not  assignable  to  a  zip  code 


83883     Data  outside  the  Boston  SMSA  but  inside  Massachusetts 
("Other  Massachusetts") 

■ 

&&*>***  bv  AliTrod  C.  Holland,  State  Purchasing  Agent 


deposits 


\  -> 


99999    .  Data  outside  the  state.  ("Out  of.  State") 


Data  within  the  Boston  Standard  Metropolitan  Statistical  Area  (SMSA) 
is  the  only  data  that  must  be  assigned  a  geocode.'-.on  a  deposit-by-deposit 
or  mortgage-by-mortgage  basis.   This  data  is  then  classified  by  FORM 
(FORM  1  for  deposits  and  FORMS  A-E,  G-K  for  mortgages) ,  aggregated  into 
one  total  on  each  applicable  FORM  for  each  geocode  in  which  there  is 
activity,  and  reported  on  computer  tape. 

Note  that  the  four  special  geocodes  above  are  aggregate  totals  for 
your  Bank-   Assignable  data  with  geocodes  outside  the  Boston  SMSA  must 
be  totalled  for  each  appropriate  FORM  into  one  83883  record  (for  Other 
Massachusetts)  and/or  one  99999  record  (for  Out  of  State) .   Data  known 
to  pertain  to  the  Cities  of  Boston  and  Lynn  but  unassignable  to  a 
particular  census  tract  is  totalled  for  each  applicable  FORM  into  one 
66666  record  (for  Unidentified  Census  Tracts) .   All  other  unassignable 
data  should  be  totalled  for  each  applicable  FORM  into  one  77777  record 
(for  Unidentified  Zip  Codes).   Just  as  with  regular  geocodes,  there 
is  a  maximum  of  eleven  different  records  (FORMS  1,  A-E,  G-K)  for  each 
special  geocode. 


(. 


The  following  table  summarizes  geocoding  requirements 


Area 


Geocode  Type 


Use  any  applicable  FORM  (1, 
A-E,  G-X)  for. . . 


481 


City  of  Boston 


Zio  and  Census  Tract 


...each  zip  code  and  censvy 
tract  with  activity 


City  of  Lynn 


Zip  and  Census  Tract 


...each  zip  code  and  census 
tract  with  activity 


Unassigned  to  a 
Census  Tract 


Soecial  Geocode 


...one  instance  of  66656 
per  FORM 


Boston  SMSA  (except 
Cities  of  Boston  s 
Lynn) 


Zip  Code  only 


...each  zip  code  with 
activitv 


All  Other  Mass. 
(outside  Boston 
SMSA) 


Special  Geocode 


...one  instance  of  SS888 
per  FORM 


Out  of  State 


Special  Geocode 


...one  instance  of  99999 
per  FORM 


Unassigned  to  a 
Zip  Code 


Special  Geocode 


...one  instance  of  77777 
per  FORM 


Page  5  is  a  list  of  zip  codes  for  all  communities  in  the  Boston  SMSA  ■  / 
outside  the  Cities  of  Boston  and  Lynn.   Page  6  is  a  list  of  zip  codes 


i 


c 


c 


deposits  -  3 

for  the  Cities  of  Boston  and  Lynn-   Page  7  is  a  list  of  census  tracts 
in  the  Cities  of  Boston  and  Lynn. 

In  many  cases,  banks  or  their  service  bureaus  will  have  geocoding 
done  by  an  outside  commercial  processor.   For  those  banks  that  must 
geocode  manually,  more  detailed  information  on  census  tracts  can  be 
obtained  from  two  sources: 

1)  Regional  Census  Bureau  Office 
441  Stuart  Street 

Boston,  MA 

2)  United  Community  Services  of  Boston 
14  Somerset" Street 

Boston,  MA 

United  Community  Services  publishes  a  street  list  for  Cities  of  Boston 
and  Lynn,  by  census  tract. 


II.  GEOCODE  DATA  ALSO  REPORTED  AS  HARD  COPY  TOTALS 

The  data  reported  by  geocode  on  computer  tape  must  be  totalled  into 
various  categories  and  recorded  on  the  hard  copy  form  provided  (FORM  1)  . 

III.  WHAT  IS  REPORTED  ONLY  IN  AGGREGATE  FORM  FOR  RECONCILIATION  PURPOSES 

The  following  types  of  accounts,  if  they  apply  in  your  bank's  case, 
must  be  reported  as  one  total  for  your  bank  on  the  hard  copy  sheet 
(FORM  X)  provided.   This  will  permit  us  to  reconcile  totals  reported  to 
us  under  II  and  III  of  this  sheet  to  various  call  reports  and  reports 
of  condition.   Below  is  a  list  of  these  account  types  furthur  divided  by 
the  type  of  bank  which  usually  holds  them. 

Commercial  Banks: 

Money  Market  Certificates  over  $100,000  in  value 

Certificates  of  Deposit  over  $100,000  in  value 

Deposits  of  the  United  States  Government 

Deposits  of  States  and  their  Political  Subdivisions 

Deposits  of  Foreign  Governments  and  Institutions 

Deposits  of  Other  Banks  (U.S.,  U.S.  Foreign  Branches,  and  Foreign) 

Certified  and  Officer's  Checks,  and  Letters  of  Credit  sold  for  cash 

Club  Accounts 

Savings  and  Cooperative  Banks: 

Money  Market  Certificates  over  $100,000  in  value 

Certificates  of  Deposit  over  $100,000  in  value 

Club  Accounts 

Accrued  interest  and  dividends  (unpaid) 

Accrued  taxes  (unpaid)  (includes  real  estate  tax  escrow) 

Mortgagor's  payments  received  but  not  yet  credited 


t 


i 


deposits 


-  A 


¥k'*F  Credit  Unions: 


r 


Accrued  dividends  (unpaid) 

Accrued  taxes  (unpaid)  (includes  real  estate  tax  escrow) 

Club  Accounts 

Term  Certificates  over  $100,000  in  value 


This  list  of  account  types  is  divided  among  bank  types  to  demon- 
strate that  only  soma  of  these  accounts  will  typically  be  relevant 
to  your  bank.   The  hard  copy  sheet  for  reporting  these  items  (F03M  X) 
will  simply  list  all  the  possible  account  types.   Your  bank  should 
report  as  one  total  only  those  types  of  accounts  which  apply  to  it. 


i 


( 


i 
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ZIP  CODES,  cities  and  towns  in  SMSA 
EXCEPT  Boston  &  Lynn 

The  Zip  Codes  listed  below  are  for  areas  in  the  Boston  SMSA  that 
should  only  be  submitted  geocoded  by  Zip  Code. 


f 


1 


01701 
01719 
01720 
01721 
01730 
01741 
01742 
01745 
01760 
01770 
01773 
01776 
01778 
01301 
01803 
01854 
01867 
01830 
01887 
01890 
J1905 
01907 
01903 
01915 
01921 
01923 
01935 
01940 
01944 
01945 
01949 
01950 
01965 
01970 
01982 
01983 
01934 
02018 
02019 
02020 
02021 
02025 
02026 
02030 
^2032 
2035 
02038 
02041 


Framingham 

Boxborough 

Acton 

Ashland 

Bedford 

Carlisle 

Concord 

Kolliston 

Natick 

Sherborn 

Lincoln 

Sudbury 

Wayland 

Woburn 

.Burlington 

North  Reading 

Reading 

Wakefield 

Wilmington 

Winchester 

Saugus 

Swampscott 

Nahant 

Beverly 

Box ford 

Danvers 

Hamilton 

Lynn field 

Manchester 

Marblehead 

Middleton 

Peabody 

Beverly 

Salem 

Hamilton 

Topsfield 

Wenham 

Hingham 

3ellingham 

Marshfield 

Canton 

Cohasset 

Dedham 

Dover 

Walpole 

Foxbo rough 

Franklin 

Marshfield 


02043 

Hingham 

02167 

Newton 

02045 

Hull 

02168 

Newton 

02047 

Duxbury 

02169 

Quincy 

02050 

Marshfield 

02170 

Quincy 

02051 

Marshfield 

02171 

Quincy 

02052 

Medfield 

02172 

Watertown 

02053 

Medway 

02173 

Lexington 

02054 

Millis 

02174 

Arlington 

02056 

Norfolk 

02175 

Arlington,  Heights 

02059 

Marshfield 

02176 

Melrose 

02060 

Scituate 

02177 

Melrose 

02061 

Norwell 

02178 

Belmont 

02062 

Norwood 

02179 

Belmont 

02055 

Scituate 

02180" 

Stoneham 

02056 

Scituate 

02181 

Wellesley 

02057 

Sharon 

02184 

Braintree 

02071 

Walpole 

02185  . 

Braintrea 

02072 

S tough ton 

02186 

Milton 

02081 

Walpole 

02187 

Milton  Village 

02090 

Westwood 

02183 

Weymouth  Landi/ 

02093 

Wrentham 

02189 

Weymouth 

02138 

Cambridge 

02190 

Weymouth 

02139 

Cambridge 

02191 

Weymouth 

02140 

Cambridge 

02192 

Needham 

02141 

Cambridge 

02193 

Weston 

02142 

Cambridge 

02194 

Needham  Heights 

02143 

Somerville 

02195 

Newton • 

02144 

Somerville 

02325 

Pembroke 

02145 

Somerville 

02327 

Duxbury 

02146 

Brookline 

02332 

Duxbury 

02147 

Brookline 

02339 

Hanover 

02148 

Maiden 

02341 

Hanson 

02149 

Everett 

02343 

Holbrook 

02150 

Chelsea 

02351 

Abington 

02151 

Revere 

02358 

Pembroke 

02152 

Winthrop 

02359 

Pembroke 

02153 

Tufts  College 

02364 

Kingston 

02154 

Waltham 

02368 

Randolph 

02155 

Med ford 

02370 

Rockland 

02156 

Med ford 

02158 

Newton  Corner 

02159 

Newton 

02160 

Newtonville 

02161 

Newton  Highlands 

I  ' 

02162 

Newton  Lower  Falls 

02164 

Newton  Upper  Falls 

02165 

Newton 

02166 

Newton 

deposits  -  6 
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ZIP  CODES,   cities  of 
BOSTON  &  LYNN 

—i      .   i  ■  ■     , 

The  Zip  Codes  listed  below  are  for  areas  in  the  Boston  SMSA  that  must  also 
submit  information  geocoded  by  Census  Tract- 


C 


V,*6* 


Boston: 

02101 

Main  P.O.  Boxes 

.02123 

02102 

02124 

02103 

02125 

02104 

02126 

02105 

02127 

02106 

02128 

02107 

02129 

. 

02130 

02103 

Downtown  P.O.  Boxes 

02131 

02109 

t» 

02132 

02110 

ii 

02133 

02111 

tt 

02134 
02135 

02112 

Essex  Station 

02136 

02113 

Hanover  Street  . 

02137 

02114 

West  End 

02163 

02115 

Back  Bay 

02133 

02116 

Back  Bay  -  Tremont 

02199 

02117 

Back  Bay  -  P.O.  Boxes 

02201 

02118 

South  End 

02202 

02119 

Roxbury 

02203 

02120 

Roxbury  Crossing 

02210 

02121 

Grove  Hall 

02215 

02122 

Field's  Corner 

02241 

Back  Bay  -  P.O.  Boxes 

Codman  Square 

Uphams  Corner 

Matt  apart 

South  Boston 

East  Boston 

Charlestown 

Jamaica  Plain 

Roslindale 

West  Roxbury 

State  House 

Allston 

Brighton 

Hyde  Park 

Read vi lie 

Soldier1 s  Field 

Federal  Reserve 

Prudential  Center 

City  Hall 

State  Office  Building 

J.F.K.  Building 

Array  Base 

Ken mo re 

First  National  Bank 


J 


Lynn: 


01901 
01902 


01905 


01903 
01904 


^ 


. 
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CENSUS  TRACTS,  cities  of 
Boston  &  Lvnn 


The  census  tracts  listed  below  are  for  areas  in  the  Boston  SMS.\  that  wust 
submit  information  geocoded  by  census  tract  as  veil  as  by  zip  code. 
These  areas  constitute  the  cities  of  Boston  and  Lynn.  PLEA.S2  NOTE  that 
v;e  arc  not  requesting  that  any  census  tracts  be  aggregated  into  other 
census  tracts. 


Boston: 

0001 

0501 

0707 

0906 

1103 

0002 

0502  . 

070S 

0907 

1104 

0003 

0503 

0709 

0908 

1105 

0004 

0504 

0710 

0909 

1106 

0005 

0505 

0711 

0910 

1201 

0005 

0506 

0712 

0911. 

1202 

0007 

0507 

0301 

0912 

1203 

0003  . 

050S 

0S02 

0913 

1204 

0101 

0509 

0503 

0914 

1205 

0102 

0510 

0304 

0915 

1205 

0103 

0511 

0805 

0916 

1207 

0104 

0512 

0S06 

0917 

1301 

0105 

0601 

0307 

0918 

1302 

0106 

0602 

0303 

0919 

1303 

0107 

0603 

0309 

0920 

1304 

010S 

0604  . 

0310 

0921 

1401 

0201 

0605 

0311 

0922 

1402 

0202 

0606 

0312 

0923 

1403 

0203 

0607 

0313 

0924 

1404 

0301 

0603 

0314 

1001 

0302 

0609 

0315 

1002 

0303 

0610 

0316 

1003 

0304 

0611 

*   0317 

1004 

0305 

0612 

0818 

1005 

C^.Oi 

'  0613 

0319 

1006 

0-02 

0614 

0320 

1007 

0403 

0701 

0321 

1003 

0';04 

•  0702 

0901 

1009 

0405 

0703 

0902 

1010 

0406 

0704 

0903 

1011 

0407 

0705 

0904 

1101 

0403 

0706 

0905 

1102 

Lynn : 

2051 

2056 

2061 

2066 

2071 

2052 

2057 

2062 

2067 

2072 

2053 

2053 

2063 

2063 

2054 

2059 

2064 

2059 

2055 

2060 

2065 

2070 

. 

"Form  1' 
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DEFINITION* 

includes  deposit  information  broken  com  by  types  of  accounts: 
(a)  savings;  (b)  time,  or  notice  accounts;  (c)  N.O.W.;  and  '• 
(d)  demand.   Club  accounts  are  to  be  excluded  altogether  as  they 
are  not  a  source  of  mortgage  funds.   This  report  is  confidential 
and  shall  not  be  exhibited  to  any  person,  organization  or  agency 
except  as  provided  in  General  Laws,  Chapter  167. 
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DEPOSIT  DISTRIBUTION  INFORMATION 


As  of     June   30,   1980 
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io  Code  Totals) 
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::ote:   Information  for  individual  census  tracts  or  zip  codes  should  not  be  submitted  in 
..   nor.-computerized  form  to  the  Office  of  the   Commissioner  of  Banks.   Only  the  above 
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DEFINITION 


"Form  X" 


includes  aggregate  totals  for  you  Bank  of  certain  deposit  amounts 
requested  in  hard  copy  form  only ,   Please  refer  to  Deposit  instruc- 
tions, Part  III,  for  full  details. 
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AGGREGATED  SPECIAL  DEPOSITS      As  of  June  30/  19 SO 


*!  ^ORM  X 
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2  Money  Market  Certificates  over  $100,000  in  value 


I  Certificates  of  Deposit  over  $100,000  in  value 


\    Term  Certificates  over  $100,000  in  value 

i  -  ■  -       ■  ■ '  '  ...-..-  i .     ■■ .-  !■■».. 

> 

\    Djf  osits  of  the  United  States  Government 

—  ■ : 

a-%  >sits  of  States  and  their  Political  Subdivisions 

3.   *iy-  


i  Deposits  of  Foreign  Governments  and  Institutions 


Deposits  of  Other  Banks  (U.S.,  U.S.  Branches,  and  Foreign) 


V 


:ertified  and   Officer's  Checks,  and  Letters  of 
Credit  sold  for  cash 


I 


*     Club  Accounts 


t  Accrued  interest  and  dividends  (unpaid) 


Accrued  taxes  (unpaid)  (includes  real  estate  tax  escrow) 


j  Mortgagor's  payments  received  but  not  yet  credited 


Accounts  less  than  two  weeks  old  without  Posted  Address 


1 
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I 

I 
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TOTAL  ALL  DEPOSITS  as  reported  on  FORM  1 
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1930  Disclosure  Report  Contact  Information 


Eank  Name 
Address 


I.   Person  to  contact  at  your  bank  concerning  this  report: 

Name   . 

Title 


Telephone  No. 


II.   Will  you  be  doing  your  own  data  processing?   Yes No 

IF  YES,  provide  name  and  telephone  number  of  person  to  contact 
at  your  bank  concerning  data  processing,  if  different 
than  above; 

Name 

TeleDhone  No. 


€ 


IF  NO,   provide  name  of  data  processing  service  you  will  be  using, 
person  responsible  for  your  account,  and  telephone  number: 

■ 

Name  of  Data  Processing  Service 
Address 


Name  of  Person  Responsible 
for  your  account 


Telephone  Number 


( 


tt* 


MORTGAGES 


How  data  is  reported: 

1.  Data  will  be  reported  broken  out  by  geocode  on  magnetic  computer 
tape. 

2.  Data  reported  by  geocode  on  magnetic  computer  tape  will  also 

be  reported  on  hard  copy  forms  as  totals  for  your  bank  (FORMS  A, 
B,  C,  D,  E,  G,  H,  I,  J,  and  K) 

3.  Certain  data  for  reconciliation  purposes  will  be  reported  only 
in  hard  copy  form  (FORM  X) 


viS- 


V/here  mortgage  data  is  recorded: 

There  are  two  different  ways  in  which  mortgage  information  must  be 
submitted.   FORMS  A  through  E  cover  OUTSTANDING  MORTGAGES  (portfolio 
composition)  as  of  30  June  1980.   FORMS  G  through  K  cover  MORTGAGE  ACTIVITY 
(applications  and  granteds)  for  one  year  ending  30  June  1980.  Within  these 
two  categories,  the  breakdown  of  loan  types  is  the  same.   Below  is  a  chart 
indicating  the  types  of  loans  and  their  particular  forms. 

Mortgage  or  loan  type  Form  for  Form  for  one 

Outstandings        year's  activity 

All  conventional  mortgages  on  1-4 
family  residences .A... G 

All  mortgages  insured  by  FHA  or 
guaranteed  under  the  VA,  excluding 
federally  insured  home  improvement 
loans B H 

All  mortgages  on  other  buildings 
designed  principally  as  residences ..C. ...... .......I 

All  other  mortgages,  excluding 
construction  loans,  participation 
loans,  or  any  loans  owned  as  a 
block E K 

All  loans  for  home  improvements, 
whether  collateralized  by  real 
property  or  taken  out  'as  personal 
installment  loans,  including  FHA 
Title  1  Home  Improvement  Loans D J 


Approved  by  Alfred  C.  Holland  ,  Stata  Purchasing  Apent 
Publication  #  1 18$>  7-50-13 -5- 8r>- OR 


» 
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WHAT  IS  REPORTED  BROKEN  OUT  5Y  GECCODE 

Individual  mortgages:   Data  on  individual  mortgages  in  the  bank's 
portfolio  must  be  supplied  broken  out  by  geocode  for  each  of  the  two 
ways  in  which  mortgages  are  reported  (I.e.,  outstandings:   FORMS  A-E; 
one  year's  activity:   FORMS  G-K) . 

For  instance,  if  your  bank  has  outstanding  in  one  particular  geocode 
in  each  of  the  five  loan  types  in  the  chart  above,  there  will  be  five 
different  records  (FORMS  A-E)  for  that  geocode.   If  your  bank  has  granted 
and/or  has  had  applications  for  all  five  types  of  loans  in  a  particular 
geocode  area  within  .the  year  ending  this  June  30th,  there  will  again  be 
at  least  five  different  records  (FORMS  G-K)  for  that  geocode.   A  maximum 
of  ten  different  mortgage  records  per  geocode  is  possible. 

Participations:   Only  participations  in  an  individual  mortgage 
(a  single  mortgage  made  in  cooperation  with  one  or  several  other  finan- 
cial institutions)  must  be  reported  by  geocode,  and  only  for  the  amount 
of  the  share  purchased  or  retained  by  your- bank.  All  other  participation 
arrangements  are  reported  only  in  aggregate  totals  for  reconciliation 
purposes,  under  the  instructions  of  section  III  below. 

Note  on  Geocodes 

Data  submitted  on  computer  tape  will  be  geocoded  by  zip  code.   For 
the  cities  of  Springfield,  Chicopee,  and  Holyoke,  information  must  be 
coded  by  census  tract  as  well  as  by  zip  code.   There  are,  in  addition, 
four  special  geocodes:  /■ 

X 
66660    Cities  of  Springfield,  Chicopee,  and  Holyoke  data  not 
assignable  to  a  census  tract 

77777    Data  not  assignable  to  a  zip  code 

888S3    Data  outside  the  S-C-H  SMSA  but  inside  Massachusetts 
("other  Massachusetts") 

99999    Data  outside  the  state  ("out  of  state") 

Data  within  the  S-C-H  Standard  Metropolitan  Statistical  Area  (SMSA) 
Is  the  only  data  that  must  be  assigned  a  geocode  on  a  deposit-by-deposit 
or  mortgage-by-mortgage  basis.   This  data  is  then  classified  by  FORM 
(FORM  1  for  deposits  and  FORMS  A-E,  G-K  for  mortgages),  aggregated  into 
one  total  on  each  applicable  FORM  for  each  geocode  in  which  there  is 
activity,  and  reported  by  computer  tape. 

Note  that  the  four  special  geocodes  above  are  aggregate  totals  for 
your  bank.   Whatever  does  not  fit  into  S-C-H  SMSA  geocodes  must  go  in 
either  8SS8S  ("other  Massachusetts")  or  99999  ("out  of  state").   Data 
known  to  pertain  to  the  cities  of  Springfield,  Chicopee,  and  Holyoke 
but  unassignable  to  a  particular  census  tract  goes  as  a  total  for  each 


mortgages  -  3 

applicable  FORK  in  66666.   All  other  unassignable  data  should  go  into 
77777.   These  special  geocodes  are  recorded  just  as  regular  geocodes  are 
there  is  a  maximum  of  eleven  different  records  (FORMS  1,  A-E,  G-K)  for 
each  special  geocode. 


€ 


The  following  table  summarizes  goecoding  requirements: 
Area  Geocode  Type  Use  applicable  FORM  1,  A-E,  G-K  foi 


Cities  of  Springfield, 
Chicopee,  &  Holyoke 

Unassignable  to  a 
census  tract 


Zip  and  census  tract 


Special  geocode 


S-C-H  SMSA  (except       Zip  code  only 
cities  of  Springfield, 
Chicopee,  &  Holyoke) 


All  Other  Mass. 
(outside  S-C-H  SMSA) 

Out  of  State 


Special  geocode 


Special  geocode 


...each  zip  code  and  census  tract 
with  activity 

•..one  instance  of  66666  per  FORM 


...each  zip  code  with  activity 


...one  instance  of  8888S  per  FORM 


...one  instance  of  99999  per  FORM 


Unassignable  to  a 
zip  code 


Special  geocode 


...one  instance  of  77777  per  FORM 


( 


Page  6  is  a  list  of  zip  codes  of  all  communities  in  the  S-C-H  SMSA 
outside  the  cities  of  Springfield,  Chicopee,  and  Holyoke.   Page  7  is  a 
list  of  zip  codes  for  the  cities  of  Springfield,  Chicopee,  and  Holyoke. 
Page  8  is  a  list  of  census  tracts  in  the  cities  of  Springfield,  Chicopee, 
and  Holyoke. 

In  most  cases,  banks  or  their  service  bureaus  will  have  geocoding  done 
by  an  outside  commercial  processor.   For  those  banks  that  must  geocode 
manually  or  in-house,  information  on  census  tracts  can  be  obtained  from  two 
sources: 

1)  Regional  Census  Bureau  Office 
441  Stuart  Street 

Boston,  MA. 

2)  Springrield  City  Planning  Department 
Springfield  City  Hall 
Springfield,  MA. 


■<<. 


■      L. 
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\\         II.   GEOCODE  DATA  ALSO  REPORTED  AS  HARD  COPY  TOTALS 

The  data  reported  by  geocode  on  computer  tape  must  be  totaled  into 
various  categories  and  recorded  on  the  hard  copy  forms  provided  (FORMS  A-E, 
G-K).   The  categories  are  indicated  on  the  hard  copy  form. 

III.   WHAT  IS  REPORTED -ONLY  IN  AGGREGATE  FORM  FOR  RECONCILIATION  PURPOSES 

In  addition  to  geocoded  computer  data  on  the  five  types  of  mortgages 
listed  above,  certain  types  of  loans  must  be  reported  as  totals  for  your 
bank  on  the  hard  copy  form  provided  (FORM  Y) .   This  will  permit  us  to 
reconcile  totals  reported  to  us  under  II  and  III  of  this  sheet  to  various 
call  reports  and  reports  of  condition.   Depending  on  your  bank,  some  of  these 
loan  types  will  be  relevant  and  others  not.  A  list  of  loan  types  and  a  full 
explanation  of  how  totals  should  be  reported  Is  given  below. 

The  instructions  regarding  participation  in  pools  of  loans  vary  some- 
what between  Commercials  and  Thrifts  (Savings,  Coops,  and  Credit  Unions). 
This  reflects  a  difference  between  the  way  such  loans  are  reported  by 
Commercial  banks  to  FDIC'  on  the  Consolidated  Report  of  Condition  and  by 
Thrift  institutions  on  the  State  Banking  Commissioner's  Call  Report. 

Instructions  regarding  construction  loans  and  loans  secured  by 
#-v    farmland  are  the  same  for  both  types  of  institution. 

1.  Construction  Loans:   Report  as  one  total  amount  for  your  bank. 

2.  Loans  Secured  by  Farmland:   Report  as  one  total  amount  for  your 
bank. 

3.  Participations:   (Separate  instructions  for  Commercials  and  Thrifts 
as  follows 

Thrif ts  (as  per  Commissioner's  Call  Report  Instructions) 

A.  Report  ALL  TYPES  OF  PARTICIPATION  LOANS  (except  participations 
in  individual  loans)  as  a  total  amount  representing  only  your 
bank's  share  in  the  participation.   Participations  in  individual 
loans  should  be  reported  in  geocoded  form  on  the  magnetic  tape, 
as  indicated  on  page  2  in  the  paragraph  labeled  'participations'. 

B.  Do  not  report  any  shares  represented  by  CERTIFICATES  OF 
PARTICIPATION,  BONDS,  NOTES,  OR  DEBENTURES  issued  by  the- 
U.  S.  Government  and  its  Agencies  such  as  FNMA,  GNMA,  or 
FltLMA.   These  are  classified  by  the  Commissioner's  Call 
Report  as  securities. 

Commercials  (as  per  FDIC  instructions  for  Consolidated  Report 
s  ,i  of  Condition) 

c 

A.  CNMA  AND  SBA  GUARANTEED  PARTICIPATIONS  should  not  be  reported. 
These  are  treated  by  FDIC  as  assets  (item  3,  FDIC  Consolidated 
Report) . 


8 


c. 


( 
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B. 


INDIVIDUAL  PARTICIPATIONS  (participations  in  individual  loans) 
should  be  reported  in  geocoded  form  on  the  magnetic  tape,  as 
Indicated  on  page  2  in  the  paragraph  labeled  'participations'. 


C.  Participations  purchased  by  your  bank  with  an  AGREEMENT  TO 
RESELL  should  not  be  reported.  These  are  regarded  by  FDIC 
as  loans  to  other  financial  institutions. 

D.  Participations  sold  by  your  bank  with  an  AGREEMENT  TO  REPURCHASE 
should  be  reported  as  a  total  including  each  entire  pool  of  this 
type  (i.e.,  both  the  share  sold  and  the  share  retained). 

E.  "PASS -THROUGH"  PARTICIPATIONS  IN  POOLS  OF  LOANS  where  there 
is  a  pro  rate  sharing  of  the  pooled  loans  and  a  proportionate 
sharing  of  principle  and  interest  payments  (i.e.,  in  which 
the  terms  of  the  participation  are  the  same  as  those  of  the 
underlying  loans)  should  be  reported  as  a  total  representing 
only  your  bank's  share  of  such  participations. 

F.  Participations  In  POOLS  OF  LOANS  where  the  terms  of  the 
instrument  of  participation  differ  from  the  terms  of  the  loans 
comprising  the  pool: 

(1)  Sellers  of  shares  in  such  participations  should  report 
the  total  amount  of  the  entire  pool 

(2)  Buyers  of  shares  in  such  participations  should  not 
report  them  in  any  total. 


NOTES 

Condominiums  should  be  classified  as  1-4  family  residences,  either  on 
Forms  A  and  G  for  conventional  loans,  or  on  Forms  B  and  H  for  FHA-VA  loans. 

"Average  Interest  Rate"  as  used  on  FORMS  A,  B,  C,  E,  G,  H,  I,  &  K 
is  defined  as  the  sum  of  interest  rates  of  the  applicable  loans  divided 
by  the  number  of  such  loans. 

"Average  Loan  to  Value  Ratio"  as  used  on  FORMS  G,  H,  I,  &  K  is 
defined  as  the  total  of  mortgage  dollars  granted  under  the  applicable 
mortgages  divided  by  the  total  appraised  value  of  all  the  properties 
covered  be  those  mortgages. 
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# 


mortgages 


-  6 


ZIP  CODES,  cities  and  towns  in  SMSA 
EXCEPT  Chicopae,  Holvoke,  Springfield 


€ 


The  zip  codes  listed  below  are  for  areas  in  the  Spring tield-Chicopee- 
Holyoke  SMSA  that  should  only  be  submitted  geocoded  by  zip  code. 


01001 

Agawam 

01007 

Belchertown 

01009 

Bondsville 

01027 

Easthampton 

01028 

East  Longmeadow 

01030 

Feeding  Hills 

01033 

Granby 

01035 

Had ley 

01036 

Hampden 

01038 

Hatfield 

01053 

Leeds 

0105& 

Ludlow 

01057 

Nonson 

01060  Northampton  (city) 

01069  Palmer 

01073  Southhampton 

01075  South  Had ley 

01077  Southwick 

01079  Thorndike 

01080  Three  Rivers 
010S3  Warren 

01085  West  field  (city) 

01089  West  Springfield 

01095  Wilbraham 

01106  Longmeadow 


.  '$ 


i 


I 


.*..      ^--*  _-.>*i*j.  rJj>4^v>"»-^'» 
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mortgages   -    7 


<ca~ 


ZIP  CODES,  cities  and  towns  in 
CHICOPEE,  KOLYOKB.  SPRINGFIELD 


The  zip  codes  listed  below  are  for  areas  in  the  Springfield-Chicopee- 
Holyoke  SMSA  that  mast  also  submit  inforration  geocoded  by  census  tract, 

Chicopee: 

01013        Chicopee  Center,   Willircanset 

01020       Aldenville,   Chicopee  Falls,    Fairview 

01022       Westover  Field 

Holyolce : 

01040 

Sorinefield: 


r 


%. 


01101 
01103 
01104 
01105 
01107 
01108 


01109 
01118 
01119 
01128 
01129 
01151 


mortgages  -  8 


Cl 


^ 


C 


CENSUS  TRACTS,  cities  and  towns  in 
CHICOPEE,  HOLYOKE,  SPRINGFIELD 


The  census  tracts  listed  below  are  for  areas  in  the  Springf ield-Chicopee- 
Kolyoke  SMSA  that  must  submit  information  geocoded  by  census  tract  as  well 
as  by  zip  code.   PLEASE  NOTE  that  some  of  the  census  tracts  listed  are 
six  digit  numbers.   The  6 -digit  codes  have  to  be  contracted  to  fit  the 
5 -digit  zip  code/census  tract  field  on  the  magnetic  tape.   These  6 -digit 
codes  are  indicated  below  in  parentheses,  to  the  right  of  the  5-digit 
code  that  should  be  used  instead.  For  example,  tract  8002.01  should  be " 
recorded  as  80021,  tract  8016.04  as  80164,  and  so  forth. 


Chicopee: 


# 


8105 
8106 
8107 
8108 
8109 


8110 
8111 
8112 
8113 


Holyoke; 


8114 
8115 

8116 
8117 


8118 
8119 

8120 
S121 


Springfield: 


8001 

80021 

80022 

8003 

8004 

8005 

8006 

.8007 

8003 

8009 

80  V0 

80111 


(8002.01) 
(S002.02) 


(8011.01) 


80112 

(8011.02) 

8012 

S013 

80141 

(8014.01) 

80142 

(8014.02) 

80151 

(8015.01) 

80152 

(8015.02) 

80153 

(S015.03) 

80161 

(8016.01) 

80162 

(8016.02) 

80163 

(8016.03) 

80164 

(8016.04) 

80165 

(8016, 

►  05) 

8017 

8018 

8019 

8020 

8021 

8022 

8023 

8024 

8025 

80261 

(S026. 

.01) 

80262 

(8026, 

.02) 

c 


. 
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N>MW    N» 


S  DEFINITIONS 

I    "Form  A"   includes  all  conventional  mortgages  outstanding  on  residences  for  1-4  faailiej 


^r^T'orm  D"   includes  all  outstanding  mortgages  which  are  insured  by  the  Federal  Housing 
Administration  or  guaranteed  under  the  Veteran  Administration  excluding 
Federally  insured  home  improvement  loans  (See  "Form  D") 


!fc 


ij  "Form  C"   includes  all  conventional  mortgages  outstanding  on  all  other  buildings  designed- 
3  .  principally  as  residences 


*i    "Forrr,  B"   includes  all  other  outstanding  mortgages 


V 
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i-  -  n     '/.I v '  SB  ' ■>■  I '  '  *^~ 'r^* -  — ■*7T  W*fiMM 


HFO?_M    (A,    B,    C  or  E) 


OUTSTANDING  MORTGAGES 


As  of  June   30,    19S0 


i  ,      i    -i  n  •    n   +i  i     ■      V    -y  "      -        I!  1     -■  •-* 


•  1 


•;  Geographic  Area 
>  (census  Tract  or 
^Sip  Code  Totals) 


number  of 
mortgage  loans 
f    outstanding 


J.'~  rn.lt.   ,1»>I...    ■„  a    li.l*'Hi'i|>w!'",'"''liVl   MM    ■    ii>|- 

I  j 

gS-C-H   SMSA    (Zi? 
?C^-ie  Tocal) 

.4    ': 


average 

interest 

rate 


j,-.    MM<6  ititjn 


»A11  Other  Massa- 
chusetts   (83338) 


1 


-  ^<A»fr»3lrii« 


8 


jfOut   of  State    (99999) 

j  :-n Ida r  t if i ed   Zip 
*Cade    (77777) 

ft 


i! 

i 


•gSr.^d  Total  (All 
\S-C-H   SMSA  Zip 

i? Codes  oi-.:s  All  Other  3 

5 Massachusetts,  Out  fj 

j  of  St-ste,  and  Ur.iden-  § 

,)-ificd  Zip  Code)  $ 


**«»  ■■.•>~l  auktj^m  u 


"■1       r  — i     •""       ■-- ..  .-.■—^-■w.. 


—  ^    ..».-...».--    .  -    —    t  |  |  ~  •   ,,.    -r    ■ 


amount  of 
mortgage  dollars 
outstanding 
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^•4^,1  >,a.— — »:>  w^'AfcT- r  ",  >'.i  —  ■  ai -:■..! »;■  i  i.iv  «•■.-.»■■■; 


JCinies  of  Springfield,  rj 
jChicooe*,  &  Rolyoke  -   fj 

£Z£j?   Cotic To^^il      .  .  * 

~T21lcju*s   or    5prxn^cj.eia,     H 

'^Chiconee,    &  Holyoke   -       U 


■lY.-i'i'iVrJ        I'v.-iDVifil     •■'>■'•••     ■»••"      re     i  ■    I     I    ~l      »l 


•-•..^  Tract  Total 


<.ti«  jfr  ■•  »i".n  .inim.- ».%>.»»►■-  i^i^>.j.m,  i.    -..n  &>  ,'».i>..  »  ,«.  ■,   ■■•ni,f».i<>i'ii     ■    'n    »-1 


vl      jntified   Census 


J -Tract   Total 


^^-^A^l,.^-   ■^■^^^K-^-^-^4^<T*Q>*^-<J-.-^—  ^-^V^-f-KJ^.   «*■    • 


■  4   ■     »WA*- 


'!>."ote:      Infonaation   for   individual    census   tract  .  or  zip  codes   should  not  be   submitted    in 
r.or.-comouterized   form  to   the  Office   oz    -he   ^jmmissioncr  of   Banks. ~^±y_j£i2. 


DEFINITION7 


"For 


,  D"    includes  all  outstanding  loans  granted  for  the  purpose  of 

naming  home  iraporvaments,  whether  collateralized  by  real  pro- 
perty or  taken  out  as  a  personal,  installment  loan;  includes 
FHA  Title  I  home  improvement  loans. 


FORM  D 


*9&^*>ar*m»m*m+*++r»mn**&»*mmma9»*+t»mmm***M**at0mmm9m**L*9m 


OUTSTANDING  HOME  IMPROVEMENT  LOANS 


As  of  June  30,  IS SO 


■  JU»1<HII»'M  HtJiJIJIIW 


-aocraoaic  Area 
[Census  Trace  or 
2io  Code  Totals) 


number  of  loans 
outstanding 


mmt   mi  ■  'j  — — HMW*V 


' 


~>?TLD.    SMS  A    (Zip 
pda  Total,    includes 
So  scon  5   Lynn) 


I    pi  ■■  i  Pi  ■  i  P»  ^ii  t>  in     li  <i»j  i«pp».Pj  ^■■^■^*>lji  i»i  ill-* 


5^t 


ch^_-tts    (888SS) 


collar  amounr.  of 
outstanding  loans 


t  of  State    (99999) 


i  iijjn»i  www>wm  v 


Jnidentified   Zip 
lode    (77777) 

■^pptiiiu'm  ■  i    .i n«'ij»jpi  .iinnfjiii  i.i  W  i e  B t»»^Hp»?P*» 


I 


Irand  Total 


(All 


5?JL3.    SMSA   Zip  Codes      1 
plus  All   Other  Mass a-      I 
-husetts,    Out   of  State,? 
i  Unidentified   Zip 
lode)  3 


•1EM0PANDA 

ptum    mm   m    ji    ■iinmi'MWiM'  "^i 

S  -  K  -  C   -   Zip 

rede   Total 


\ 


j»*:».  aoawwawn  ir.ip^rj*,p»^vj>^«*i,j»ip^j^.v'i»>'U'.*<»*'»-i, 


n»'W»_  ■*>■  jwiiih  himhk  un:Jiiv**e. j*-:. ***•••*— *'f,i+.-iir:*.':\ 


.T>»in  MM  I"    ■*■  > 


S   -  K  -  C  -  Census  3 

Tract    Total 


I 


a--  a 


Jm  .'■•itified  Census  $ 


■.  umrpji  Kj.v'Mi*  m  «.  ■■  i  j  j  p««i»  ■      Hill       ti'»    rt 


ote : 


Information  for  individual  census  tracts  or  zip  codes  should  not  be  subletted  in 

non-computerized  form  to  the  Office  of  the  Commissioner  of  Banks.   Only  the  abovi 
specified  totals  should  be  sent  to  this  office  in  hard  copv. 


.  .-  -.*,-- 


'Porn  C 
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'o-m  II' 


■orm  I" 


DEFINITIONS 

includes  all  conventional  mortgages  made  from  July  1,  1979  to  June  20,  1930  on 
residences  designed  for  1-4  families  _ 

includes  all  mortgages  made  from  July  1,  1979  to  June  30,  1980  which  arc  insured 
by  the  Federal  Housing  Administration  or  the  Veterans  Administration  excluding 
Federally  insured  home  improvement  loans  (See  "Form  J") 

includes  all  conventional  mortgages  made  from  July  1,  1979  to  June  30,  1980  on 
all  other  buildings  designed  principally  as  residences 


"Fo-m  K"   includes  all  other  mortgage  loans  made  from  July  1,  1979  to  June  30,  1980 


:  MORTGAGE  ACTIVITY  From  July  1,  1979   To  June  30,  1930 


i   FOKM    (G,    K,    I   cr  K) 


■  w*  -.— -v.  >•■;■■  i  ~ «  ■   »  -1 
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^-Geographic  Area 
!♦  (Census  Tract  or 
-I  Zip  Code  Totals) 


U 

H 

I 

t  number  or 

J'  mortgage 
« loans 
N  cjranted 


1  I 

J  S-C-H  SMS  A  (Zip         jj 
2  Code  Total)  fcj 


average 

int. 

rate 


-  >  «: 

{  If  ; 


mortgage 

dollars 

granted 


•>  AxJL  Other  Massa- 
r-  chusetts  (8SS33) 


I 


i--Va»%Wi  or-V  -.V--4  ■»-■■>■ 


5  Out  of   State    (99999)         •) 


VV'-i-li        »  ■  »  i  '■  "*m'»  ■->>*--■  N«  ■  1 1""»     ■ i  ,~\m    t*  ■*    •t^^^mC 


U 

Si 


j   Unidentified   Zir 
?  Cod^    (77777) 


!! 


•  Gr-n-  Total    (All 

5  S-C-H   SMSA  Zip  Codes   jj 

•J  pl.vs  All  Other  Massa-   >{ 


j?  chusetts,  Out  of        {• 
<:  State,  v-"*  Unidentified   £*• 


Si 


avg. 

loan 

to 

value 

ratio 


number  of 
applica- 
tions 


r° 


dollar  amt. 
of  mortgage 
applica- 
tions 


nond  | 
of 

fore 
clcs 
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-I  «-»■  j-%1  U-m  rl  ih    iifc'ita  i-iiiHi  -mJfc—fcli  ■' 


*  Cities  of  Springfield, 
^Chicopee,  &  Holyolce  -    £ 

*  7lo   Co-"1.-^  Totnlo 


>-»—'*  u'    i  T'i  -i  .  ■-*.■>'  i  fcj  a**  '!■■'>■  -  ~-  *-»~>*-i  »>  ii  >*i 


iCities  of  Springfield,  j) 
iChlcopee,  6-  Holyoke  t  a 
Jc-#r'-us  Tract  Totals  S 
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5  "  ^  F. 

^  U^"     "--ntificd  Census  y 

g  T?"v.-t   Total  i 
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.  ^  >.^i  -fcrt  vT*- 
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JZ 


DEFINITION' 


"Form  J"   includes  all  loans  made  from  July  1/  1979  to  Juno  30,  1980 
for  the  purpose  of  making  home  improvements,  whether  col- 
lateralized by  real  property  or  taken  out  as  a  personal, 
installment  loan;  includes  FHA  Title  I  home  improvement  loans 


c: 


FORM  J 


_•  ~T~  i  i  ■"""   JT    ii  *    r  ■    n      »nrf   i'i  -    *  T  *-*■     "-    "  *  -■  *----r  V  i  — • I  i MM  a  -T  -r — n"l~-    <WW  i  ■  I  ■  i  i   irr  i   m_  rj  i  i   _ _-( n,  m 


-...  ^..-^  ->j  .     -  .  —  >-  ^    ^  _ I  -    ,      -i  ■  - 1  -r  m  i.i       i  in 


MORTGAGE  ACTIVITY,  HOME  IMPROVEMENT  LOANS 


■ji'n  if.«*«w  '»C- 


Geographic  Area 
(Ceases  Tract  or 
Zip  Code  Totals) 


^  wr—^-tw^'j —^^^"r- *"—'-- — '  — r~tr  t  *  1.  fl  "-  i  - 1  w  t  -» 


number 
of  loans 
granted 


*  r  .it   ii'fi»ij«  *»  .-j'.t  ^.T  >  •friii»»»  ■ 


amount 
granted 


From  July  1,  1979 
To  June  30,  19 SO 


number  of 
applications 


S-C-K  SMSA  (Zip 
C  ^  Total) 


All  Other  Mass  a-  jj 

cjsetts    (83333) 


dollar  amount 
aDolied  for 


Cut  of  Scate  (99999)   8 


Unidentified  Zio 
Code  (77777) 


Grand  Total  (All 
S-C-H  SMSA  Zip  Codes 
plus  All  Other  Massa-  ft 
chusetts,  Out  of       »} 
State,  £  Unidentified  £ 
Zip  Cods) 

*-   *   ~"  -*-|-|*-i'   *~i  W      ----,-■-   )  j  .  ifn  i.   j 


***  >,v''<  >o«->^r»-*><i  n  pM>.»c>*a*i>^»»fc.*%r^r**ii^Jt  m^m*smmsaama»mt^4/kmtm 


ig.  -if>ti»  T.fci^i  >i.->.-^.PvW>c*^>^, 


^^■■^ >■>*■**»—  ■■>.*.', i  |   ■■  A.— '    I  *  tTmtmt 


Cities  of  Springfield,  jl 

Chicopae,  &  Holyoke  -  !j 

7. i«  Co.'-*  Tcifa^r.                   k 

Cities  of  Springfield,  jj 

■ 

C^'ppc",  &  Holyoke  -  3 
C  '.^us  Tract  Totals    'j 

| 

i                     "X 

V. 

lj.-^  jntiried  Census    Jj 

Prcct  Total            p 

i 

o:e:   Information  for  individual  census  tracts  or  zip  codes  should  not  be  submitted  in 

non-computerized  form  to  the  Office  of  r.e  Commissioner  of  Banks.   oniy  the  above 

•-•-■■-    %   ..  ,  .      ......    • 
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DEFINITIONS 


j   "for:'!  y 


includes  aggregate  totals  for  your  Bank  of  certain  mortgage  amounts 
requested  in  hard  copy  form  only.   Please  refer  to  Mortgage 
Instructions  ,  Part  III,  for  full  instructions. 


FOPoi  Y 


'  AGGREGATED  SPECIAL  K0KTGAGS5 


As  of  June  30 ,  1980 


f   Construction  loans:   total  amount  outstanding 


1 


.Loan  secured  by  farmland:   total  amount  outstanding 


6 


*   ^art^cioat^ons  (note  seoerate  lines  for  Thrifts  and  Commercials)   g 


i; 

I 

iV. 


'--   fc*w 
s   \^ 


Thrifts  only 

All  Participation  loans:   Bank's  share  only 


^ 


if 


Commercials  only 

Participations  in  individual  loans:   Bank's  share  only  jj 


r% 


Participations  SOLD  with  an  agreement  to  REPURCHASE: 
Both  share  sold  and  share  retained  by  Bank 

"Pass  Through"  participations:   Bank's  share  only 


ri 


p. 

Po^ls  of  loans  with  terms  of  instrument  different  form  g 
terms  of  underlying  loans:  SELLERS  ONLY  of  such  | 
participations  report  entire  amount  of  pool(s)  (both  £ 
share  re'.-.ined  and  share  sold  by  Bank)  £ 

8. 


—  «»»*»»  ^_u+m*+f*   »»iS«>.'.»V»'rfj''*>iltl»»>^*«»'>W»-»'"»l»'l>*,.»W 


<n',»n*j^^jv»<"ii>iw  »■  ft   <WH 


i)    TOTAL  ALL  amounts  of  mortgage  dollars  outstanding  from 

FORM   A 


FORM   B 


FORM    C 


'if 


FORM    D 


FOI'.M   F. 


¥ 


«*^>f  JfW\.  WT  —  »*»»».     ,sw>»'»« 


^j  ^itC*»  ~^  *•    --.C-     ^^.rfX't-x  ?'■  .T  XpUU  JL        ^  ■*-    vra»w 


^rvj.  J 


■!*»■■■■»    I    WlP^   I 
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DEPOSITS 

-  -^  How  data  is  reported:  f 

1.  Data  will  be  reported  broken  out  by  geocode  on  magnetic  computer 
tape. 

2.  Data  reported  by  geocode  on  magnetic  computer  tape  will  also  be 
reported  on  hard  copy  forms  as  totals  for  your  bank  (Form  1). 

3.  Certain  data  for  reconciliation  purposes  will  be  reported  only 
in  hard  copy  form  (Form  X) . 

Where  deposit  data  is  recorded: 

Deposit  information  for  your  bank  will  be  recorded  under  the  layout 
of  Form  1.   Each  geocode  in  which  there  is  deposit  activity  will  be 
■  represented  by  one  and  only  one  Form  1' record.   All  of  the  different 

types  of  deposits  for  each  geocode  (Savings,  Time,  NOW,  Demand)  must  appear 
on  one  unique  record  for  that  geocode. 

I.   What  is  reported  broken  out  by  geocode 

Any  of  the  following  types  of  deposits,  whether  held  by  individuals; 
partnerships;  or  non-bank,  non-government  corporations,  must  be  reported. 
^A  Depending  on  your  bank,  some  of  these  deposit  types  will  be  relevant  and 
t*^  others  not.  V 

-Regular  Savings  -Share  Accounts  -Special  Notice 

-Term  Deposits  -Keogh  -NOW 

-Demand  Deposits  -IRA  -Time  Deposits 

-Certificates  of  Deposit  up  to  and  including  $100,000  in  value 

-Money  Market  Certificates  up  to  and  including  $100,000  in  value 

-Term  Certificates  up  to  and  including  $100,000  in  value 


Note  on  Geocodes 

Data  submitted  on  computer  tape  will  be  geocoded  by  zip  code.   For  the 
cities  of  Springfield,  Chicopee,  and  Kolyoke,  information  must  be  coded  by 
census  tract  as  well  as  by  zip  code.   There  are  also  four  special  geocodes: 

code 


66566     Cities  of  Springfield,  Chicopee,  and  Holyoke  data  not 
assignable  to  a  census  tract 

77777     Data  not  assignable  to  a  zip  code 


i 


88S83     Data  outside  the  S-C-H  SMSA  but  inside  Massachusetts 
^  ("other  Massachusetts") 

99999     Data  outside  the  state  ("out  of  state") 

ApDrorcd  by  Alfred  C.  Holland,  Stat«  Purchasing  Agent 
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Data  within  the  Soringfield-Chicopee-Holyoke  Standard  Metropolitan 
Statistical  Area  (SMSA)  is  the  only  data  that  must  be  assigned  a  geocode 
on  a  deposit-by-deposit  or  mortgage-by -mortgage  basis.   This  data  is  then  ' 
classified  by  FORM  (Form  1  for  deposits  and  Forms  A-E,  G-K  for  mortgages), 
aggregated  into  one  total  on  each  applicable  FORM  for  each  geocode  in 
which  there  is  activity,  and  reported  on  computer  tape. 

Note  that  the  four  special  geocodes  above  are  aggregate,  totals  for 
your  bank.   Assignable  data  with  geocodes  outside  the  S-C-H  SMSA  must  be 
totalled  for  each  appropriate  FORM  into  one  S88S8  record  (for  other 
Massachusetts)  and/or  one  99999  record  (for  out  of  state).   Data  known 
to  pertain  to  the  cities  of  Springfield,  Chicopee,  and  Holyoke,  but 
which  is  unassignable  to  a  particular  census  tract  is  totalled  for  each 
applicable  FORM  into  one  66566  record  (for  unidentified  census  tracts)  . 
All  other  unassignable  data  should  be  totalled  for  each  applicable  FORM 
into  one  77777  record  (for  unidentified  zip  codes).  Just  as  with  regular, 
geocodes,  there  is  a  maximum  of  eleven  different  records  (FORMS  1,  A-E, 
G-K)  for  each  special  geocode. 

The  following  table  summarizes  geocoding  requirements: 

Area  Geocode  Type  Use  applicable  FORM  (1,  A-E,  G-K).  for. 


Cities  of  Springfield, 
Chicopee,  &  Holyoke 

*"  Unassignable  to  a 
census  tract 

S-C-H  SMSA  (except 
cities  of  Springfield, 
Chicopee,  &  Holyoke) 

All  other  Mass. 
(outside  S-C-H  SMSA) 

Out  of  State 


Unassignable  to  a 
zip  code 


Zip  and  census  tract 


Special  Geocode 


Zip  code  only 


...each  zip  code  and  census 
tract  with  activity 

...one  instance  of  66666 
per  FORM 

...each  zip  code  with  activity 


( 


Special  Geocode 
Special  Geocode 
Special  Geocode 


...one  instance  of  88838 
per  FORM 

...one  instance  of  99999 
per  FORM 

...one  instance  of  77777 
per  FORM 


Page  5  is  a  list  of  zip  codes  for  all  communities  in  the  S-C-H  SMSA 
outside  the  cities  of  Springfield,  Holyoke,  and  Chicopee.   Page  6  is  a 
list  of  zip  codes  for  the  cities  of  Springfield,  Chicopee,  and  Holyoke. 
Page  7  is  a  list  of  census  tracts  of.  the  cities  of  Springfield,  Chicopee, 
and  Holyoke. 
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In  maay  cases,  banks  or  their  service  bureaus  will  have  geocoding 
done  by  an  outside  commercial  processor.   For  those  banks  that  must 
geocode  manually,  more  detailed  information  on  census  tracts  can  be 
obtained  from  two  sources: 

1)  Regional  Census  Bureau  Office 
441  Stuart  Street 

Boston,  MA. 

2)  Springfield  City  Planning  Department 
Springfield  City  Hail 
Springfield,  MA. 


j.. 


Geocode  data  also  reported  as  hard  copy  totals 


The  data  reported  by  geocode  on  computer  tape  must  be  totalled  into 
various  categories  and  recorded  on  the  hard  copy  form  provided  (FORM  1). 

III.   What  is  reported  only  in  aggregate  form  for  reconciliation  purposes 

The  following  types  of  accounts,  if  they  apply  in  your  bank's  case, 
must  be  reported  as  one  total  for  your  bank  on  the  hard  copy  sheet 

(FORM  X)  provided.  This  will  permit  us  to  reconcile  totals  reported  to  / 

us  under  II  and  III  of  this  sheet  to  various  call  reports  and  reports  ^*- 

of  condition.   Below  is  a  list  of  these  account  types  further  divided  by 
the  type  of  bank  which  usually  holds  them. 

Commercial  Banks: 

Money  Market  Certificates  over  $100,000  in  value 

Certificates  of  Deposit  over  $100,000  in  value 

Deposits  of  the  United  States  Government 

Deposits  of  States  and  their  Political  Subdivisions 

Deposits  of  Foreign  Governments  and  Institutions 

Deposits  of  Other  Banks  (U.S.,  U.S.  Foreign  Branches,  and  Foreign) 

Certified  and  Officer's  Checks,  and  Letters  of  Credit  sold  for  cash 

Club  Accounts 


Savings  and  Cooperative  Banks: 

Money  Market  Certificates  over  $100,000  in  value 
Certificates  of  Deposit  over  $100,000  in  value 
Club  Accounts 

Accrued  interest  and  dividends  (unpaid) 

Accrued  tnxes  (unpaid)  (includes  real  estate  tax  escrow) 
p     Mortgagor's  payments  received  but  not  yet  credited 
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Credit  Unions: 

^Accrued  dividentds  (unpaid) 

Accrued  taxes  (unpaid)  (includes  real  estate  tax  escrow) 

Club  Accounts 

Term  Certificates  over  $100,000  in  value 


t 


This  list  of  account  types  is  divided  among  bank  types  to  demonstrate 
that  only  some  of  these  accounts  will  typically  be  relevant  to  your  bank.. 
The  hard  copy  sheet  for  reporting  these  items  (FORM  X)  will  simply  list 
all  the  possible  account  types.   Your  bank  should  report  as  one  total  only 
those  types  of  accounts  which  apply  to  it. 
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ZIP  CODIES,  cities  and  towns  in  SMSA 
EXCEPT  Chlcooee,  llolvoke.  Springfield 


The  zip  codes  listed  below  are  for  areas  in  the  Spring field-Chicooee- 
Holyoke  SMSA  that  should  only  be  submitted  geocoded  bv  r.io  code. 


c 


01001 

Agawarn 

01007 

Belchertown 

01C09 

Sor.dsville 

0VJ27 

Ea  s  thamp  ton 

01323 

East  Longrr.eadow 

01030 

Feeding  Hills 

01033 

Granby 

01.035 

Had ley 

01036 

Katupden 

01033 

Hatfield 

01053 

Leeds 

01056 

Ludlow 

01057 

1-Ionson 

01060  Northampton  (city) 

01069  Palmer 

01073  Southhampton 

01075  South  Hadley 

01077  Southwick 

01079  Thorndike 

01080  Three  Rivers 
01033  VJarren 

01085  Uestfield  (city) 

01089  West  Springfield 

01095  Wilbraham 

01106  Longmeadow 
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ZIP  CODES,   cities  and   to;ms   in 
CHICOPES.   HOLYO:-CE.    SPRISGFIELD 


-.      ,<„  ,™iM  listed  below  are  for  areas  .In  the  Springfield-Chicooee- 
KolyoS  sTsftnat  "ust  also  sub.it  Information  geocoded  by  census   tract. 


K 


Chlcopee: 


01013 
01020 
01022 


Chicooee  Center,  Williraansat 

Aldenville,   Chicooea  Falls,   Fairview 
ties  t  over  Field 


Holvo^-ce : 


01040 


I 


Springfield 

01101 
01103 
•  01104 
01105 
01107 
01108 


01109 
0111S 
01119 
01123 
01129 
01151 
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CENSUS  TRACTS,  cities  and  towns  in 
CHICOPEE,  HOLYOKE,  SPRINGFIELD 


The  census  tracts  listed  below  are  for  areas  in  the  Springf ield-Chiconee- 
Holyokf:  SI-ISA  that  must  submit  information  geocoded  by  census  tract  as  well 
as  by  zip  code.   PLEASE  NOTE  that  some  of  the  census  tracts  listed  are 
six  digit  numbers.   The  6-digit  codes  have  to  be  contracted  to  fit  the 
5-digit  zip  code/census  tract  field  on  the  magnetic  tape.  These  6-digit 
codes  arc  indicated  below  in  parentheses,  to  the  right  of  the  5-digit 
code  that  should  be  used  instead.  For  example,  tract  8002.01  should  be 
recorded  as  80021,  tract  8016.04  as  80164,  and  so  forth. 


Chicopee: 


8105 
8106 
8107 
8103 
810*9 


8110 
8111 
8112 
8113 


Kolyoke, 


8114 
8115 
8116 
8117 


811S 
8119 
8120 
8121 


Springfield: 


8001 

80021  (8002.01) 

80022  (8002.02) 
8003 

8004 
8005 
S006 
8007 
8003 
8009 
8010 

80111  (son. oi) 


80112 
8012 
8013 
80141 
80142 
S0151 
80152 
80153 
80161 
80162 
80163 
80164 


(SOU. 02) 


(8014.01) 
(8014.02) 
(S015.01) 
(8015.02) 
(8015.03) 
(8016.01) 
(8016.02) 
(8016.03) 
(S016.04) 


SO  165 

(S016.05) 

8017 

8018 

8019 

8020 

8021 

8022 

8023 

8024 

- 

8025 

80261 

(8026.01) 

80262 

(8026.02) 
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Torn 


includes  deposit  information  broken  down  by  types  of  accounts i 
(a)  savings";  (b)  time,  or  notice  accounts;  (c)  N.O.W.;  and 
(d)  demand.   Club  accounts  are  to  be  excluded  altogether  as  they 
are  not  a  source  of  mortgage  funds.   This  report  is  confidential 
and  shall  not  be  exhibited  to  any  person,  organization  or  agency 
except  as  provided  in  General  Laws,  Chapter  167. 
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DEPOSIT  DISTRIBUTION  INFORMATION 


As  of  June  30,  1980 
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Cities   of   Springfield,  i* 

Chicopee,   &  Kolyoke         tj 

Zip   Code  Total                      jj 

1 

...  . 

Cozies   or   ^prmgrxeia,  ,--< 
Chicopee,    &  Holyoke         h 
C2r.5**s  Tract  Total            H 

' 

( 

H 

Ur.  I      .tif  ied  Census       3 
Tract   Total                          £ 

lote:   Information  for  individual  census  tracts  or  zip  codes  should  not  be  submitted  in 
r.or.-comouterized  form  to  the  Office  of  the  Commissioner  of  Banks.   Only  the  above 
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"Form  >:"   includes  aggr 

reouested 


ggregate  totals  for  you  Bank  of  certain  deposit  amounts  m 
in  hard  copy  form  only.   Please  refer  to  Deposit  instruc-.  ' 


tions,  Part  III,  for  full  details, 
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S03H  ^  AGGREGATED  SPECIAL  DEPOSITS       As  of  June  30,  19S0 
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Money  Market  Certificates  over  $100,000  in  value 


Certificates  of  Deposit  over  $100,000  in  value 


Certificates  over  $100,000  in  value 


Deoosits  of  the  United  States  Government 


Lv  >*J|  sits  of  States  and  their  Political  Subdivisions 


v 
Deposits  of  Foreign  Governments  and  Institutions 


Deposits  of  Other  Banks  (U.S.,  U.S.  Branches,  and  Foreign) 

Certified  and  Officer's  Checks,  and  Letters  of 
Credit  sold  for  cash 


T 


Club  Accounts 

y 

Accrued  interest  and  dividends 

(unpaid) 

t 

H 

El 

Accrued  taxes  (unpaid)  (includes  real  estate  tax  escrow) 
Mortgagor's  payments  received  but  not  yet  credited 


Accounts  less  than  two  weeks  old  without  Posted  Address 
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The  Commonwealth  of  Massachusetts 
ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COMMISSIONER  OF  BANKS 
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Ref.  No.  18-2C  (Revised) 

Issued:  March  12,  1990 
Effective:  January  1,  1990 


H*R2: 
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AUTHORITY 
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University  nt , 


Home  Mortgage  Data 
Reporting  and  Disclosure 


All  Banks  and 
Credit  Unions 
G.  L.  c.  167,  §6 
G.  L.  c.  167,  §7 
G.  L.  c.  167,  §8 


This  directive  is  issued  pursuant  to  the  Division  of  Bank's 
authority  to  prescribe  the  manner  and  form  in  which 
state-chartered  banks  keep  records  under  section  6  of  chapter 
167  of  the  General  Laws  and  to  mandate  the  filing  of 
statements  and  reports  by  such  institutions  with  the  Division 
under  section  7  of  chapter  167  of  the  General  Laws. 

This  Administrative  Bulletin  supersedes  Administrative 
Bulletin  18-2C.  It  shall  govern  the  manner  in  which 
state-chartered  banks  gather,  maintain  and  report  information 
under  the  provisions  of  the  federal  Home  Mortgage  Disclosure 
Act.  (12  U.S.C.  section  280  et  seq.,  as  amended),  as  of 
January  1,  1990.  The  purpose  of  this  bulletin  is  to  ensure 
that  current  home  mortgage  data  collection  and  disclosure 
requirements  under  state  law  conform  to  federal  requirements 
under  the  Home  Mortgage  Disclosure  Act  and  its  implementing 
regulations  found  at  12  CFR  Part  203.  State  requirements  are 
expanded  to  cover  applications  as  well  as  loans  granted  and 
purchased;  to  require  reporting  of  information  on  the  race  or 
national  origin,  sex,  and  income  of  applicants  and  borrowers; 
and  to  call  for  a  register  form  of  reporting. 

The  requirements  of  this  bulletin  shall  only  apply  to  banks 
having  main  offices  or  branch  offices  in  the  Boston,  Brockton, 
Fall  River,  Lawrence-Haverhill,  Lowell  and  Salem-Gloucester 
primary  metropolitan  statistical  areas  (PMSA)  and  the 
Fitchburg-Leominster,  New  Bedford,  Pittsfield,  Springfield, 
Worcester,  and  Pawtucket-Woonsocket-Attleboro  metropolitan 
statistical  areas  (MSA),  and  having  assets  in  excess  of  $10 
million. 
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DEFINITIONS    The  following  definitions  shall  apply  unless  the  context 

requires  otherwise: 

"Bank"  means  a  savings  bank  organized  under  General  Laws 
chapter  168  or  General  Laws  chapter  167H;  a  co-operative  bank 
organized  under  General  Laws  chapter  170  or  General  Laws 
chapter  167H;  a  credit  union  organized  under  General  Laws 
chapter  171;  and,  a  trust  company  organized  under  General  Laws 
chapter  172.  The  term  shall  also  include  a  wholly-owned  or 
majority-owned  mortgage  banking  subsidiary  of  any  such 
institution  that  is  established  under  clause  7  of  General  Laws 
chapter  167F,  section  2.  For  the  purposes  of  this  bulletin 
the  term  "bank"  is  limited  to  those  institutions  having  main 
offices  or  branch  offices  in  the  Boston,  Brockton,  Fall  River, 
Lawrence-Haverhill,  Lowell  and  Salem-Gloucester  primary 
metropolitan  statistical  areas  (PMSA)  and  the 
Fitchburg-Leominster,  New  Bedford,  Pittsfield,  Springfield, 
Worcester,  and  Pawtucket-Woonsocket-Attleboro  metropolitan 
statistical  areas  (MSA),  and  having  assets  in  excess  of  $10 
million. 

"Division"  means  Division  of  Banks. 

REQUIREMENTS    A.  Data  Collection  Requirements 

1.  Any  bank  subject  to  the  provisions  of  this  bulletin 
and  the  Home  Mortgage  Disclosure  Act  (12  U.S.C. 
section  2801  et  seq.)  shall  collect,  maintain  and 
annually  report  the  information  required  under 
clause  (a)  of  this  section  with  the  Division.  Said 
reports  shall  be  filed  on  such  forms  and  at  such 
times  as  determined  by  the  Division. 

(a)  All  loan,  race  or  national  origin,  gender  and 
income  data  required  to  be  compiled  under  12  CFR 
section  203.4  of  Regulation  C,  Home  Mortgage 
Disclosure. 

2.  The  reports  required  under  paragraph  1  of  this 
section  shall  conform  to  the  register  format 
requirements  of  Appendices  A  and  B  of  12  CFR  Part 
203. 

B.  Disclosure  and  Reporting  Requirements 

1 .  Reporting  Requirements 

A  bank  shall  send  two  complete  copies  of  the  reports 

prepared  under  paragraph  2  of  section  A  to  the  Division 

by  March  1  following  the  calendar  year  for  which  the  loan 

data  are  compiled.  Each  bank  shall  retain  a  copy  of  such 

reports  for  its  records  for  a  period  of  not  less  than  two 

years. 
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2 .  Public  Disclosure  Requirements 

A  bank  shall  make  its  mortgage  loan  disclosure  statement, 
which  is  prepared  by  the  Federal  Financial  Institutions 
Examination  Council  under  12  CFR  section  203.5(b), 
available  to  the  public  no  later  than  30  days  after  it 
is  received  by  the  bank.  The  bank  shall  make  the 
statement  available  to  the  public  for  inspection  and/or 
photocopying  at  a  reasonable  fee  for  a  period  of  five 
years.  A  bank  shall  make  the  disclosure  statement 
available  at  its  main  office.  If  it  has  a  physical 
branch  in  any  other  MSA,  it  shall  also  make  a  statement 
available  in  at  least  one  branch  office  in  each  MSA;  the 
statement  at  a  branch  office  need  only  contain  data 
relating  to  property  in  the  MSA  where  that  branch  office 
is  located. 

3.  Notices 

A  bank  shall  post  a  notice  in  its  main  office  and  in  each 
of  its  branch  offices  stating  the  existence  and 
availability  of  its  mortgage  loan  statement  and  the 
location  where  such  statement  may  be  inspected  by  the 
public. 

ENFORCEMENT    A  violation  of  this  directive  is  subject  to  the  administrative 

sanctions  as  set  forth  in  section  7  and  section  8  of  chapter 
167  of  the  Massachusetts  General  Laws.  An  error  in  compiling 
y  or  recording  loan  data  is  not  a  violation  of  this  directive  if 

it  was  unintentional  and  occurred  despite  maintenance  of 
procedures  reasonably  adopted  to  avoid  such  errors. 

EFFECTIVE      This  Administrative  Bulletin  shall  be  effective  retroactively 
DATE  as  of  January  1,  1990,  and  shall  apply  to  all  loan 

applications  taken  after  said  date. 
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Reference  No.       18-3  Reserve  Requirements 

To  The  Executive  Officer  Of  The  Institution  Addressed: 

The  Monetary  Control  Act  ("Act"),  enacted  on  March  31,  1980,  is  designed  to 
improve  the  effectiveness  of  national  monetary  policy  by  applying  new  reserve 
requirements  set  by  the  Federal  Preserve  System.   Uniform  reserves  requirements  are 
imposed  en  all  depository  institutions  that  have  transaction  accounts  or  nonpersonal 
time  deposits. 

The  Act  requires  all  depository  institutions  to  file  reports  which  the  Federal 
Reserve  System  determines  to  be  necessary  or  desirable  for  the  control  or  monitoring 
of  monetary  and  credit  aggregates.   All  reports  are  to  be  made  directly  to  the  Federal 
Reserve  System.   All  nonmexaber  institutions  with  deposits  in  excess  of  five  million 
dollars  will  report  deposits  as  of  October  30,  1930  and  will  commence  maintaining 
reserves  on  November  13,  19S0. 

The  reserve  requirement  on  the  first  twenty-five  million  of  transaction  accounts 
is  three  percent.   A  reserve  requirement  of  twelve  percent  is  required  on  that  portion 
of  total  transaction  accounts  above  twenty-five  million.   Transferable' nonpersonal 
time  deposits  (including  savings  deposits)  with  maturities  of  less  than  four  years  will 
have  required  reserves  of  three  percent.   Nontransferable  personal  time  deposits  will 
not  be  subject  to  reserve  requirement,  and  time  deposits  vith  maturities  of  four  years 
or  more  are  subject  to  a  zero  percent  reserve. 

Massachusetts  banking  statutes  require  that  state-chartered, nonmeraber  commercial 
banks  maintain  reserves  as  prescribed  by  Chapter  172,  Section  27.   Paragraph  C  of 
this  section  provides  the  Coinmissicne.r  of  Banks  with  discretionary  authority  to  either 
increase  or  decrease  reserves  based  on  prevailing  banking  conditions. 

This  action  by  the  Federal  Reserve,  in  conjunction  with  the  present  operation  of 
required  state  reserves,  would  require  the  maintenance  and  reporting  of  two  separate 
sets  of  reserves.   In  light  of  federally-mandated  reserves,  the  interest  of  the 
Commonwealth  in  requiring  its  own  reserves  is  outweighed  by  the  regulatory  and 
financial  burden  upon  the  industry.   Therefore,  effective  November  13,  19S0  and  as 
authorized  by  Paragraph  C  of  General  Laws  Chapter  172,  Section  27,  I  have  determined 
that  the  reserve  percentage  required  by  Paragraph  A  ha  set  at  zero  until  further  notice. 
Likewise,  the  filing  requirements  of  Chapter  172,  Section  27  are  suspended  until 
further  notice. 
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Ver/7  truly  yours, 
Gerald  T.  Mull 
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Reference  No.   18-4   Consumers  Cost  of  Credit  All  Banl:s  and  Credit  Unions 


Pursuant  to  Chapter  167,  Section  7  of  the  Massachusetts  General  Laws, 
blank  forms  have  "been  furnished  to  you  for  the  purpose  of  filing  a  regular 
monthly  report.   Commencing  in  November,  1977  and  continuing  every  month 
thereafter,  the  completed  report  shall  be  returned  to  this  Department  no 
later  than  the  tenth  of  the  month.   The  report  will  reflect  the  prevailing 
interest  rates  in  your  institution  as  of  the  first  business  day  of  each 
month  for  the  following  loan  categories: 

1).   New  automobile,  $5,000,  20%  down,  48  months  duration. 

2).   Personal,  $2,000,  unsecured,  24  months  duration. 

In  addition,  the  following  information  will  be  required  for  the 
*  --«       initial  report,  and,  thereafter,  once  each  succeeding  November; 

^j*  The  number  and  dollar  volume  of  new  automobile  loans  and  unsecured 

^         personal  loans  outstanding. 

Please  forward  completed  reports  zo   Paul  Horwitz  of  this  Department. 

This  information  will  be  released  to  the  newspapers  in  your  area  on 
the  fifteenth  of  each  month. 


Date:  iM"** 

This  restates  directive  dated  10/21/77 
and  addenda  1/26/78 
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CONSUMER  CREDIT  RATE  REPORTING  DIRECTIVE 
SCHEDULE  ONE  -  MONTHLY  REPORT 


Institution  Name 


Address 


Person  to  contact  concerning  this  report 


NameAitle: 


Telephone  Number: 


Date: 


(this  report  is  to  be  filed  no  later  than  the  tenth  day  of  each  month) 


A 


•iTL 


I. 


PREVAILING  ANNUAL  PERCENTAGE  RATE 
AS  OF  THE  FIRST   BUSINESS  DAY  OF  EACH  MONTH 


LOAN  CATEGORY 


II.  ANNUAL 

PERCENTAGE  RATE 


NEW  AUTOMOBILE,      $5,000,   20£ 
down,   US  month  maturity. 


PERSONAL,      $2,000,    unsecured, 
2li  month  maturity. 


CONVENTIONAL  HOME  MORTGAGE, 
20$  down,    23>  year  maturity. 


L_ 


III.   FREE  CREDIT   LIFE..] 
INSURANCE? 


*~-*  '  "    '       rincutfliim  mm. 
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CONSUMER  CREDIT  RAT2  REPORTING  DIRECTIVE 


V. 


Institution  Name 


SCHEDULE  TWO  -  ANNUAL  REPORT 


Prepared  By: 


name 


title 


date 


(this  report  is  to  be  filed  no  later  than  the  tenth  day  of  each  NOVEMBER) 


I. 


IOANS  OUTSTANDING  AS  0?  THE  FIRST   BUSINESS   DAY  OF  NOVEMBER 


ID  AN  CATEGORY 


II. 


TOTAL  NUMBER 


III. 


TOTAL 


DOLLAR  VOLUME 


"<-v 


NEW  AUTOMOBILE 


UNSECURED   PERSONAL 


CONVENTIONAL  HOME 


HORTGAGE 


/S? 
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$WK:Bm  The  Commonwealth  of  Massachusetts 
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OFFICE  OF  TIE  COWISSIO'IER  OF  BANKS 


Reference  No.   18_6   Trustees  and  Officers  Savings  Banks 


Effective  February  16,  1956  the  Clerk  of  the  Corporation  shall 
notify  the  division  of  the  present  trustees  and  operating  officers  on 
the  forms  attached.   Thereafter  pertinent  information  on  new  trustees 
and  operating  officers  shall  be  submitted  as  well  as  information  on 
those  who  should  be  removed  from  the  current  lists. 

A  copy  of  the  same  information  shall  be  kept  at  the  bank  for  the 
examiners'  use. 


Date:   ll»V»^ 

This  is  a  restatement  of  instructions  2/16/56 
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Name  of  Bank  Date 

OFFICER 

1 .  Name 

2.  Address 

3.  Date  of  Birth 

4.  Position  to  which  elected. 

5.  Date  elected 

6.  Annual  salary. 

7.  Other  banking  connections. 


f 


- 


6.        Submit  a  resume  of  banking  and  other  business  experience 
covering  the  last  10  years. 


/bo 


18-6.2 
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Name  of  Bank  Date 


TRUSTEE 


1 .  Name 

2.  Address 

3.  Date  of  birth. 

4.  Date  elected 

5.  Other  banking  connections 


6.        Submit  a  resume  of  banking  and  other  business  experience 
covering  the  last  10  years. 


/&/ 


,::  :  ;^:^  The  Commonwealth  of  Massachusetts 

f^W  ■  ADMINISTRATIVE  BULLETIN  *, 

'^^  OFFICE  OF  TrIE  CCffUSSICiJER  OF  BANKS 

Reference  No-      18-7        Credit   Union  Employees'    Retirement   Association 

Credit   Union  National   Association  Retirement  Savins   Fund. 


The   captioned  plans    are   the  only  plans   permitted   for  state 
chartered   credit   unions. 


t 


Date:    "*\iV>*. 

Restatement  of  letter  12/16/74 
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Reference  No.  18-8   Repurchase  Agreements  .    Credit  Unions 


To  the  Credit  Union  Addressed: 


•In  reply  to  your  request  for  approval  of  the  Commissioner  of  Banks  to  offer 
Repurchase  Agreements  (also  known  as  Reverse  Repurchase  Agreements)  to  your 
membership,  please  be  advised  that  such  a  transaction  is  considered  to  be 
a  borrowing  of  funds  by  the  credit  union  from  its  membership  and/or  other 
sources,  and  as  such  falls  within  the  purview  of  General  Laws,  Chapter  171, 
Section  16. 

To  analyze  your  request  you  must  'submit  the  following  information  to 
this  Office: 

4    - 

a.  An  attested  copy  of  the  Board  of  Director's  vote 
requesting  such  approval. 

b.  Such  vote  must  contain  the  maximum  amount,  intended 
to  be  borrowed  and  the  length  of  time  such  program 
will  be  in  effect. 

c.  The  reason  or  necessity  for  the  credit  union  to  borrow 
these  funds  in  the  stated  amount. 

d.  Copies  of  your  last  statement  of  condition  and  last  two 
(2)  profit  and  loss  closings. 

e.  A  sample  copy  of  the  Repurchase  Agreement  Certificate 
which  the  participating  member  will  receive;  which  shall 
state  in  bold  letters  that  it  is  NOT  AN  INSURED  SHARE  OR 
DEPOSIT  ACCOUNT. 

If  after  receipt  and  analyses  of  Llic  above  information  your  request  is 
approved,  you  will  receive  a  communication  containing  such  approval  and  the 
conditions  imposed  by  this  Department. 

Very  truly  yours  , 


Deputy  Commissioner 
Bank  Supervision 


To  the  Credit  Union  Addressed: 

Approval  as  required  by  General  Laws,  Chapter  171,  Section  16,  to  enable  the 


t 


to  offer  Repurchase  Agreements  entitled 


Credit  Union       \ 


to  its  members,  as  outlined  in  the 


application  and  sample  certificate  submitted  to  this  Office  is  granted 
This  approval  is  predicated  on  the  following  conditions: 
a.  Approval  is  granted  for  a  one-year  period  commencing 


b»   Certificates  issued  shall  not  in  the  aggregate  exceed 
a ■ dollars » 

c.  The  amount  of  dollars  received  will  be  recorded  on  the  general .ledger 
and  statement  of  condition  as  a  liability  described  as  "Notes  Payable" 

=  or  "Borrowed  Funds",  -h 

d.  The  securities  allowed  to  be  sold  are  restricted  to  U.S.  Government 
direct  obligations  and  U.S.  Government  Agencies. 

e.  The  securities  sold  will  no  longer  be  available  for  use  in  calculating 
the  liquidity  reserves  imposed  under  the  provisions  of  General  Laws, 
Chapter  171,  Section  21,  Paragraph  3,  and  under  the  conditions 
prescribed  by  the  Commissioner  of  Banks  relative  to  General  Laws, 
Chapter  167,  Section  16A. 

f.  Certificates  issued  must  be  in  the  minimum  amount  of  $5,000. 

g,-   Interest  paid  on  certificates  must  be  treated  and  reported  as. 
Interest  on  Borrowed  Funds. 

h.   Redemption  prior  to  maturity  is  not  allowed. 

i.   As  required  by  the  provisions  of  General  Laws,  Chapter  171, 

Section  16,  these  loans  must  also  be  reported  to  Massachusetts 
Credit  Union  Share  Insurance  Corporation  if  the  credit  union 
is  a  member  thereof. 

j.   The  securities  used  as  collateral  for  the  repurchase  agreement 
transactions  will  be  identified  in  a  footnote  or  memorandum 
entry  on  the  credit  union's  statement  of  condition  for  each 
month  the  repurchase  agreement  is  outstanding.   The  footnote 
will  reflect  both  the  book  value  and  the  market  price  on  the 
statement  date. 

,k.   This  Office  will  be  notified  immediately  in  writing  of  the 
cessation  of  the  program. 

1.   This  approval  may  be  terminated  at  any  time  by  written  notice 
by  the  Commissioner  of  Banks 

Very  truly  yours, 


Deputy  Commissioner 
Bank  Supervision 
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The  Commonwealth  of  Massachusetts 


jT^:ir: %n  The  Commonwealth  ox  Massachi 
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OFFICE  OF  THE  CCFHISSKMER  OF  BAKKS 


Reference  No.      19-1  Saf eke spxng -Passbooks 
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( 


General  Laws  Chapter  167,  Section  6A,  effective  May  2,  I960  provides 
as  follows : 

Section  6A.   "A  bank  nay,  with  the  written  permission  of,  and 
under  conditions  prescribed  by,  the  commissioner , 
receive  and  hold  for  its  depositors  for  safekeeping 
any  securities  issued  or  guaranteed  by  the  United 
States  or  any  instrumentality  thereof.   Such  corpo- 
ration may  also,  with  such  authority,  hold  for  safe- 
keeping the  passbooks  of  its  depositors." 

Pursuant  to  the  authority  contained  in  this  section  with  respect 
to  the  holding  of  passbooks  of  your  depositors  for  safekeeping,  I 
hereby  grant  permission  for  your  bank,  if  it  so  desires  and  when  so 
requested,  to  hold  in  safekeeping  passbooks  which  are  the  property  of 
members  of  the  armed  forces  of  the  United  States. 

I  also  grant  permission  to  your  bank  to  hold  those  passbooks  which 
are  now  in  the  possession  of  the  bank  where  the  addresses  of  the 
respective  owners  are  unknown.   It  is  expected  that  efforts  will  be 
made  at  once  to  obtain  the  presently  unknown  addresses  and  that  the 
books  will  be  returned  to  their  respective  owners. 

Any  other  passbooks  now  held  for  safekeeping  by  your  bank  which 
do  not  fall  into  the  categories  described  above  should  be  returned  to 
their  respective  owners  within  a  reasonable  time  and  not  beyond  six 
months  from  the  date  of  this  letter.   In  the  future,  only  those  pass- 
books which  are  the  property  of  members  of  the  armed  forces  should  be 
accepted  for  safekeeping. 

At  the  expiration  of  the  six-month  period  referred  to  above,  it  is 
expected  that  you  will  notify  this  Department,  attention  of  the 
Director  of  Examinations  of  your  particular  type  of  bank,  which  notifi- 
cation should  enumerate  in  detail  each  such  book  then  held  for  safe- 
keeping and  the  reasons  for  continued  holding. 
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I  realize  that  extenuating  circumstances  may  exist,  in  a  limited 
number  of  instances,  which  would  require  the  temporary  holding  of  such 
passbooks,  and  evidence  of  such  will  receive  my  consideration  at  the 
time  of  receipt  of  the  aforementioned  details. 

This  directive  does  not  apply  to  passbooks  held  as  collateral  on 
loans ,  or  to  passbooks  held  by  the  bank  as  additional  collateral  on 
loans  of  any  type. 

It  is  a  definite  requirement  of  this  Department  that  all  passbooks 
held  for  safekeeping  must  be  kept  under  effective  dual  control  at  all 
times . 

It  is  requested  that  the  employees  of  your  organization  who  have 
the  authority  to  accept  passbooks  for  safekeeping  should  be  acquainted 
with  the  contents  and  purpose  of  this  letter. 


c 


) 


Date:   7/1/79 

Restatement  of  letter  8/25/60 
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''•igV     i'..-"=:(l(-/ 

■  •       f^plfer  ADMINISTRATIVE  BULLETS 


°  OFFICE  OF  THE  OCX-T'IISSIQN'ER  OF  BANKS 

Reference  No.         19-2  .    Salaries   of  Officers  -   Co-operative  Banks 
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Effective  July  30,  1976  I  require  every  bank  to  print  the 
salaries  of  each  officer  receiving  $40,000  or  more  (including  salary 
and  bonus,  if  any)  on  the  ballot  at  the  annual  meeting. 

Within  thirty  days  of  the  meeting  the  clerk  of  the  corporation 
should  certify  to  this  office  that  the  procedure  was  followed. 


Date:  ^\i\"»c, 

Restatement  of  directive  7/30/76 
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Reference  No.    19-3 


.  SALARIES  OF  OFFICERS  -  Savings  Banks 


Effective  July  30,  1976  I  will  require  a  list  of  the  total 
compensation  (including  salary  and  bonus,  if  any)  of  all  officers 
who  received  $40,000  or  more  during  the  fiscal  year  to  be  distributed, 

in  writing,  to  all  corporators  attending  the  annual  meeting  next  fol— 

J 

*tr  lowing   the    close  of   the    fiscal  year. 

Within   thirty  days    after    the  date  of  such   annual  meeting,    the 
Clerk   of   the   Corporation   shall    certify   to   the   Commissioner   that    the 
distribution  has  been  made. 


Date:  *5\i\*i*i 

This  restates  the  directive 
of  7/30/76. 
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fgllpllb'     •         The  Commonwealth  of  Massachusetts 
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ADMINISTRATIVE  BU LIE-TIN 

'  OFFICE  OF  -IKE  COffllSSIQ'lER  OF  BASKS 


Reference  Ho.  19-4B       Safe  Deposit  Vaults         Savings,  Co-operative  and  C.U. 

1.  The  petition  for  permission  to  engage  in  the  business  of  renting  safe  deposit 
boxes  crust  be  authorized  by  the  Board  of  Trustees  or  Directors,  and  an  attested 
copy  of  their  vote  accompany  the  request. 

2»  Where  insurance  coverage  on  the  contents  of  the  box  is  provided  by  the  bank, 
the  bank  shall  state  in  all  contracts,  and  also  on  all.  billings  that  limited 
insurance  coverage  is  provided,  and  shall  further  disclose  in  substance  that 
questions  with  respect  to  such  coverage  may  be  addressed  to  appropriate  bank 
personnel.  All  such  contracts  and  subsequent  billings  shall  also  include  a 
statement  which  advises  a  customer  who  may  wish  to  insure  the  contents  of  his/her 
box  in  full  that  any  necessary  additional  insurance  coverage  may  be  obtained 
from  any  insurer  whom  the  customer  may  choose. 

•  The  following  must  appear  as  part  of  or  attached  to  any  rental  agreement 
signed  on  or  after  September  15,  1981,  and  must  be  made  part  of  any  rental 
bill  after  that  date. 

In  boldface  type  of  a  minimum  size  of  10  points  : 

THE  BANK.  PROVIDES  LIMITED  INSURANCE  COVERAGE  .ON  THE  CONTENTS  OF 
YOUR  SAFE  DEPOSIT  BOX.   YOU  MAY  INQUIRE  OF  BANK  PERSONNEL  RELATIVE 
TO  THE  SPECIFIC  TERMS  OF  THIS  COVERAGE-  YOU  MAY  WISH  TO  OBTAIN 
•   MORE  COMPLETE  INSURANCE  COVERAGE  FROM  AN  INSURER  OF  YOUR  CHOICE. 

Provided,  that;,  notwithstanding  the  provisions ■ of  the. preceding  paragraph,  a 
bank  may  continue  to' use 'any  present  stock  of  forms  which  it  reasonably  believes 
to  be  in  compliance  with  the  provisions  of  Administrative  Bulletin  No.  19-AA  (£2) 
effective  January  1,  1981,  until  such  forms  are  exhausted  or  December  31,  1981, 
whichever  is  earlier. 

3.  Adequate  protection,  including  approved  vault  alarm,,  must  be  provided  at  all 
tines.   Only  boxes  of  standard  construction  to  be  installed. 

4.  Vault  space  must  be  separated  by  grille  work  to  exclude  box  renters  from  that 
part  used  by  the  bank  for  the  storage  of  money,  securities,  collateral,  etc. 

p  5.   Entrance  to  vault  must  be  so  arranged  that  box  renters  may  not  have  access  to 
(       the  working  space  or  tellers'  cages. 

6.   Booths  or  rooms  used  by  box  renters  should  be  inspected  immediately  after  the 
customer  has  withdrawn,  and  so  located  that  only  box  renters  and  employees 
have  access. 


Reference  No.  19-4B.1 
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7.  Rentals  should  be  confined  to  persons  known  or  properly  recommended.  A  proper 
system  of  identification  must  be  maintained  and  proper  records  kept  showing 
the  nana  of  the; person,  time  of  entrance  and  time  of  departure  of  those 
obtaining  access  to  boxes- 

8.  The  operation  ox  the  safe  deposit  vault  department  should  be  delegated  to  ona 
or  more  employees  who  shall  be  responsible  for  its  proper  conduct. 

9.  Employees  should  not  handle  keys  of  box  renters  and  a  properly  safeguarded 
system  for  handling  keys  of  unrented  boxes  must  be  installed. 

10.  The  vaults  may  be  open  to  box  renters  only  during  the  regular  banking  hours 
as  specified  in  the  vote-   If  the  bank  is  open  in  the  evening,  permission 
will  be  conditioned  upon  the  maintenance  of  proper  safeguards. 

11.  A  complete  accounting  system  must  be  maintained. 


6/81 

This    replaces    directive   dated  10/21/80 
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Reference  No.   19-5    Social  Security  Checks        All  Banks  and  Credit  Unions 


; 


Some  elderly  people  in  Massachusetts  have  considerable  difficulty 
in  cashing  their  Social  Security  or  SSI  checks.   Banks  are  often  re- 
luctant to  cash  these  checks  for  people  who  do  not  have  an  account  at 
the  bank. 

We  have  discussed  this  problem  with  James  Callahan,  Secretary  of 
Elderly  Affairs,  and  with  Walter  Cross,  of  the  Massachusetts  Associa- 
tion of  Older  Americans,  and  with  heads  of  the  different  bank  trade 
association.   One  solution  to  the  problem  appeared  to  be  to  have  the 
local  branch  manager  issue  a  signature  card  which  had  been  signed  in 
invisible  ink  to  the  elderly  person,  without  an  account  who  needed  to 
cash  the  Social  Security  or  SSI  check.   It  would  be  made  clear  by  the 
branch  manager  to  the  person  to  whom  the  card  was  issued  that  the 
card  could  be  used  by  that  elderly  individual  only  at  that  particular 
bank  branch.   Any  restrictions  as  to  days  or  hours  so  as  to  avoid 
heavy  lobby  traffic  would  also  be  made  clear  at  that  tine. 

This  signature  card  would  seem  to  reduce  fears  of  fraudulent 
cashing  of  checks  because  it  could  not  be  used  by  a  youig  person  to 
cash  an  older  person's  check.   It  would  also  be  less  costly  than  pic- 
ture I.D.  cards,  although  the  latter  have  the  same  anti-fraud  feature 
as  long  as  their  authorized  use  is  limited  to  the  person  whose  pic- 
ture appears  on  the  card. 

We  strongly  urge  banks  which  are  not  now  cashing  Social  Security 
or  SSI  checks  to  adopt  these  procedures  so  that  they  can  perform  this 
public  service  without  undue  risk. 


Date:  llnv; 
Restatement  of  9/19/78 
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OFFICE  OF  THE  COffi  SSIQ\!ER  OF  B4NKS 


Tax  Escrow  Accounts 
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Chapter\l83,    Section   61   requires    that   certain  mortgagees    file  an 
annual  report   relative   to   the  net  profitjf  or  loss   from  the  investment 
of   tax  escrow   funds. 


( 


The  enclosed  for  recovering  July  1,  1978  to  and  including  June  30, 
1979,  should  be  completed\ and  returned  to  this  office  by  August  8,  1979 


Date:   June  19,  1979 


This  replaces  directive  datefd  5/22/78 


Enc. 


The  Commonwealth  of  Massachusetts 


ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COWISSIQNER  OF  BANKS 
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To  the  Executive  Officer  of  the  Institution  Addressed: 


an'wieV-^   .  vm  £0$     RE:  Property  Tax  Escrow  Report,  1983 

As  you  are  aware,  Chapter  183,  Section  61  of  the  General  Law  requires 
the  mandatory  payment  of  interest  on  certain  property  tax  escrow  accounts. 
In  addition,  mortgagees  required  to  pay  such  interest  are  required  to  file 
annually  with  the  Commissioner  of  Banks  a  statement  showing  the  interest  rate 
paid  and  the  amount  of  new  profit  or  loss  from  the  investment  or  use  of  these 
tax  escrow  funds. 

To  insure  uniformity,  enclosed  is  a  form  to  be  completed  for  the  period 
July  1,  1983  to  and  including  Oune  30,  1984.  Only  this  form  should  be 
submitted  to  this  Office  (at  100  Cambridge  Street,  Boston,  Massachusetts  02202) 
by  August  10,  1984.  If  you  have  already  submitted  information,  it  is  requested 
that  you  resubmit  it  on  this  form. 

Request  for  exemption  from  the  payment  of  interest  should  be  submitted 
in  a  letter  and  the  enclosed  form,  completed,  must  accompany  such  an  exemption 
request  letter.  Regardless  of  any  previous  exemption  status,  mortgagees  (or 
their  servicers)  seeking  an  exemption  for  the  coming  year  must  submit  a  new 
exemption  request  at  this  time. 

If  you  have  any  questions,  please  contact  Stanley  Zoll  of  the  Research 
Department  727-3136. 


•> 


Date:  June  22,  1984 

This  letter  replaces  June  20,  1983 


. 


Property  Tax  Escrow  Report 

on  Mortgages  for  1-4  Family  Dwellings 

For  the  period  July  1,  1983  to  June  30,  1984 

Institution: Name  of  Person  who  prepared 

Address:      report: 

"Telephone  number: 


1.  During  the  period  7-1-83  to  6-30-84  did  you  have  outstanding  any 

mortgages  on  1-4  family  dwellings:  Yes No_ 

2.  If  answer  to  above  was  yes,  did  you  collect  property  tax  escrow 
payments  on  any  of  these  mortgages  on  1-4  family  dwellings 

occupied  in  whole  or  in  part  by  the  mortgagor?  Yes No 


IF  YOU  ANSWERED  "NO"  TO  QUESTION  1  AND/OR  QUESTION  2  STOP  HERE  AND  RETURN  FORM  TO 
THE  COMMISSIONER  OF  BANKS.   IF  ANSWERED  "YES"  TO  THESE  QUESTIONS,  CONTINUE 
COMPLETING  THE  QUESTIONNAIRE. 

3.  Total  number  of  mortgagees  with  tax  escrow  payments  serviced  during  the  period 

4.  Interest  rate  paid  on  property  escrow  accounts*        % 

(If  you  answer  0%  to  Question  4,  omit  Questions  4A  and  4B,  and  proceed  to  Question  5  only) 

A.  Basis  for  computation  (check  one):  Simple Compound 

1.  If  simple:  basis  year  in  days  

2.  If  compound: 


a.  Compound  period  (check  one): 

(1)  daily (2) (3)  quarterly (4)  semi-annually 

b.  Effective  rate  


{ 


B.  Method  of  payment  of  interest  (check  one): 

(1)  check (2)  deduction  from  outstanding  loan  principal 

(3)  added  to  escrow  balance     (4)other  (specify) 


5.  Provide  a  statement  showing  the  amount  of  net  profit  or  loss  from  the  investment  or  other 
use  of  the  property  tax  escrows.  Include  an  indication  of  gross  profit  frm  tax  escrow 
investment  or  use,  related  operating  expenses,  and  interest  paid  on  tax  escrow.  Mortgage 
banking  firms  must  also  account  for  indirect  benefits  from  the  use  of  tax  escrows,  including 
those  associated  with  maintenance  of  compensating  balances  at  credit  line  banks 


To  insure  clarity,  if  the  interest  rate  paid  was  less  than  1%  it  should  be  recorded 
as  follows:  1/2  of  1%  or  3/4  of  1%,  etc. 


\ 
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Reference  No.     20-D 


GOVERNMENT  DOCUMENTS 
COLLECTION 

aug  9  1983      M 

To  the  Executive  Officer  of  the  Institution  Addressed  University  Of  Massachusetts 

Depository  Copy 

Re:  Property  Tax  Escrow  Report,  1983 


n 


As  you  are  aware,  Chapter  183,  Section  61  of  the  General  Law  requires 
the  mandatory  payment  of  interest  on  certain  property  tax  escrow  accounts. 
In  addition,  mortgagees  required  to  pay  such  interest  are  required  to  file 
annually  with  the  Commissioner  of  Banks  a  statement  showing  the  interest  rate 
paid  and  the  amount  of  new  profit  or  loss  from  the  investment  or  use  of  these 
tax  escrow  funds. 

To  insure  uniformity,  enclosed  is  a  form  to  be  completed  for  the  period 
July  1,  1982  to  and  including  June  30,  1983.  Only  this  form  should  be 
submitted  to  this  Office  (at  100  Cambridge  Street,  Boston,  Massachusetts  02202) 
by  August  5,  1982.  If  you  have  already  submitted  information,  it  is  requested 
that  you  resubmit  it  on  this  form. 

Requests  for  exemption  from  the  payment  of  interest  should  be  submitted 
in  a  letter  and  the  enclosed  form,  completed,  must  accompany  such  an  exemption 
request  letter.  Regardless  of  any  previous  exemption  status,  mortgagees  (or 
their  servicers)  seeking  an  exemption  for  the  coming  year  must  submit  a  new 
exemption  request  at  this  time. 

If  you  have  any  questions,  please  contact  Stanley  Zoll  of  the  Research 
Department,  727-3136. 


Date:  June  20,  1983 


This  letter  replaces  June  25,  1982 


Property  Tax  Escrow  Report 
on  Mortgages  for  1-4  Family  Dwellings 
For  the  period  July  1,  1982  to  June  30,  1983 

Institution: Name  of  person  who  prepared  f 

Address: report:  

Telephone  Number: 


1.  During  the  period  7-1-82  to  6-30-83  did  you  have  outstanding  any 

mortgages  on  1-4  family  dwellings:  Yes No_ 


2.  If  answer  to  above  was  yes,  did  you  collect  property  tax  escrow 
payments  on  any  of  these  mortgages  on  1-4  family  dwellings 
occupied  in  whole  or  in  part  by  the  mortgagor?  Yes No_ 


IF  YOU  ANSWERED  "NO"  TO  QUESTION  1  AND/OR  QUESTION  2  STOP  HERE  AND  RETURN  FORM  TO 
THE  COMMISSIONER  OF  BANKS.   IF  YOU  ANSWERED  "YES"  TO  THESE  QUESTIONS,  CONTINUE 
COMPLETING  THE  QUESTIONNAIRE. 

3.  Total  number  of  mortgagees  with  tax  escrow  payments  serviced  during  the  period  

4.  Interest  rate  paid  on  property  escrow  accounts*  % 

(If  you  answer  0%  to  Question  4,  omit  Questions  4A  and  4B,  and  proceed  to  Question  5A  only. 

A.  Basis  for  computation  (check  one):  Simple  Compound 

1.  If  simple:  basis  year  in  days   

2.  If  compound: 

a.  Compound  period  (check  one): 

(1)  daily (2) (3)  quarterly (4)  semi-annually 

b.  Effective  rate 

B.  Method  of  payment  of  interest  (check  one): 

(1)  check (2)  deduction  from  outstanding  (3)  added  to  escrow  balance 

loan  principal 

(4)  other  (specify) 


5.  Provide  a  statement  showing  the  amount  of  net  profit  or  loss  from  the  investment  or  other 
use  of  the  property  tax  escrows.  Include  an  indication  of  gross  profit  from  tax  escrow 
investment  or  use,  related  operating  expenses,  and  interest  paid  on  tax  escrow.  Mortgage 
banking  firms  must  also  account  for  indirect  benefits  from  the  use  of  tax  escrows,  including 
those  associated  with  maintenance  of  compensating  balances  at  credit  line  banks. 


*  To  insure  clarity,  if  the  interest  rate  paid  was  less  than  1%  it  should  be  recorded  as 
follows:  1/2  of  1%  or  3/4  of  1%,  etc. 


<?> 


^0^Mpi  .     The  Commonwealth  of  Massachusetts 
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OFFICE  OF  THE  CCT-TilSSIONER  OF  BANKS 


Reference  No.  20-4  Guidelines  Governing  Advertising  of 

Term  Deposit  Accounts 


Pursuant  to  the  authority  of  Massachusetts  General  Laws,  Chapter  167, 
Section  5;  Chapter  168,  Section  22C  and  Chapter  172,  Section  50,  the  following 
guidelines  are  issued  to  be  effective  immediately. 

Purpose : 

As  a  response  to  numerous  consumer  complaints  and  inquiries,  these 
guidelines  are  promulgated  for  the  purpose  of  ensuring  compliance  with  Federal 
and  State  Regulations  governing  Advertising  of  Term  Deposit  Accounts. 

Guidelines : 

I.  Federal  and  state  regulations  prohibit  banks  from  making  any  advertisement 
relating  to  the  interest  or  dividends  paid  on  deposits  which  is  inaccurate  or 
misleading  or  which  misrepresents  their  deposit  contracts.   An  examination  of 
newspaper  advertising  reveals  that  in  virtually  all  instances  the  advertisements 
say  in  substance  "early  withdrawals  are  subject  to  substantial  penalty."   There 

is  seldom,  if  ever,  any  wording  to  indicate  that  withdrawal  itself  is  conditional. 
Depositors  reading  such  advertisements  interpret  them  to  mean  that  withdrawal  is 
assured  subject  to  the  penalty  imposed.   Any  institution,  therefore,  whose 
advertisements  state  merely  that  early  withdrawal  shall  be  subject  to  substantial 
penalties  will  be  required  to  permit  withdrawals  on  request,  subject  to  the 
applicable  penalty.   Henceforth,  advertisements  must  disclose  that  early  withdrawal 
is  granted  only  with  the  bank's  consent,  and  if  consent  is  granted  a  substantial 
penalty  will  be  imposed. 

II.  If  an  institution  advertises  the  "effective  annual  yield"  it  must  make  sure 
that  the  basis  of  computation;  i.e.,  360,  365  or  366  days,  produces  the  yield 
advertised . 
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preference  No.  20-5 


Guidelines  Governing  Penalties  for  Premature 
Withdrawal  from  Term  Deposit  Accounts: 
Savings  Banks  and  Commercial  Banks 


Pursuant  to  the  authority  of  Massachusetts  General  Laws,  Chapter  167, 
Section  5;  Chapter  168,  Section  22C  and  Chapter  172 >  Section  50,  the 
following  guidelines  are  issued  to  be  effective  immediately.. 

Purpose: 

As  a  response  to  numerous  consumer  complaints  and  injuries ,  these 
guidelines  are  promulgated  for  the.  purpose  of  ensuring  compliance  with 
Federal  and  State  Regulations  governing  the  imposition  and  computation 
of  penalties  for  premature  withdrawal  from  Term  Deposit  Accounts. 

Guidelines: 


I.  As  a  term  of  the  deposit  contract ,  a  premature  redemption  penalty 

must  be  clearly  disclosed.   A  bank  is  to  impose  only  that  penalty 

actually  disclosed  in  the  deposit  contract.   It  is  not  permissible  for 

the  disclosure  to  the  consumer  to  state  the  penalty  in  terms  of  a  minimum  so  that 

a  greater  penalty  might  be  assessed  later  at  the  time  of  early  withdrawal. 

For  example,  if  the  contract  reads: 

"The  penalty  for  early  withdrawal  shall  be  the 
forfeiture  of  at  least  six  months'  interest;" 

or 

"The  minimum  penalty  shall  be  the  forfeiture  of  six  months1 
interest." 

then  the  bank  may  charge  no  more  than  six  months*  interest  in  either 
situation. 


II.   Banks  are  prohibited  from  employing  methods  of  penalty  calculation  which 
cannot  be  readily  ascertained  by  reading  the  teras  of  the  Term  Deposit  Agreement 
itself. 


20-5.2 
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Questions  have  arisen  regarding  calculation  of  the  three  and  six  months* 
penalties;  i.e.,  is  the  penalty  calculated  on  the  first  three  or  six  months 
or  on  the  last  three  or  six  months.   Khere  interest  has  been  compounded, 
calculation  based  on  the  latter  will  result  in  a  greater  penalty  than  if  figured 
on  the  former.   Unless  the  contract  specifically  states  that  the  penalty  vill 
be  calculated  and  assessed  upon  the  last  three  or  six  months,  a  bank  must 
calculate  and  assess  said  penalty  on  the  first  three  or  six  months. 

III.  Regulations  presently  require  that  the  disclosed  Annual  Percentage  Rate 
(APR)  for  loans  secured  by  Term  Deposit  Accounts  be  "no  less  than  one  percent" 
greater  than  the  deposit  rate.   Term  Deposit  Agreements  frequently  state  that 
the  APR  for  such  loans  shall  be  "no  less  than  two  percent"  greater  than  the 
deposit  rate.   Deposit  agreements  and  bank  personnel  should  clearly  state,  to 
the  consumer  that  the  actual  APR  charged  will  be  determined  at  the  time  the 
loan  is  requested  and  may  be  a  substantially  higher  rate  than  the  minimum 

•required  by  regulation,  by  the  contract,  or  the  rate  in  effect  at  the  time 
deposit  is  made. 

IV.  As  a  matter  of  policy,  bank  ea\ployees  should  give  prospective  depositors 
the  opportunity  to  examine  the  terms  of  the  contract  before  the  deposit  is 
made.   At  present,  depositors  generally  receive  the  terms  of  the  contract  sub- 
sequent to  making  the  deposit. 

Bank  employees  should  also  be  cautioned  against  making  false  assurance 
depositors  that  the  bank  will  comply  with  any  request  for  withdrawal.   Instead 
bank  employees  should  be  instructed  to  point  out  that  F.D.I.C.  regulations 
prohibit  the  bank  fro™  giving  its  consent  to  withdrawal  prior  to  the  time 
withdrawal  is  sought.   Oral  disclosures  of  incorrect  or  misleading  information 
concerning  Term  Deposit  Accounts  will  be  considered  serious  misrepresentation. 
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Preference  No.  20-6 

Co-operative  Banks 

Conversion  of  Existing  Term  Deposit 
Accounts  into  All  Savers'  Certificates 


* 


•  The  Commissioner  of  Banks  has  received  numerous  inquiries 
from  thrift  institutions  asking  whether  209  CMR  §24.06;  para- 
graphs 6(b)  permits  them  to  convert  existing  term  deposits,  in- 
cluding money  market  term  deposits',  into  All  Savers'  certifi- 
cates without  imposition  of  the  premature  withdrawal  penalty 
.required  by  regulation.   In  response  to  those  inquiries,  the 
office  of  the  Commissioner  of  Banks  promulgates  the  following 
interpretative  ruling  explaining  the  circumstances  under  which 
a  Bank  may  permit  the  conversion  of  any  of  its  outstanding  term 
deposit-accounts,  including  money  market  term  deposit  accounts, 
to  All  Savers'  certificates. 

a.  A  bank  may  convert  any  of  its  outstanding  term  deposit 
accounts  (including  interest  earned,  but  not  credited  to 
the  account),  or  any  portion  thereof,  to  an  all-savers ' 
certificate  without  imposing  an  early  withdrawal  penalty 
on  the  outstanding  term  deposit,  if: 

(1)  the  account  owner  and  the  bank  agree  to  the  con- 
version; 

(2)  the  original  maturity  (one-year)  of  the  new  all- 
savers'  certificate  is  equal  to  or  exceeds  the  • 
remaining  term  (at  conversion)  on  the  outstanding 
term  deposit;  and 

(3)  the  rate  paid  on  the  all-savers  certificate  does 
not  exceed  the  rate  being  paid  on  the  outstanding 
term  deposit.   In  order  to  determine  whether  this 
requirement  is  met,  a  bank  may  either  compare 

(a)  the  effective  annual  yields  of  the  accounts, 
or  (b)  the  nominal  rates  of  the  accounts. 

■ 

b.  This  conversion  policy  also  pertains  to  all  categories  of 

outstanding  term  deposit  accounts,  notwithstanding  that 
the  outstanding  term  deposit  accounts  may  contain  provi- 
sions in  their  penalty  clause ■ section  reading  that  any 
change  in  the  account's  terrr.  or  rate  of  earnings  shall 
be  considered  as  a  withdrawal  of  the  entire  account  bal- 
ance . 


'20-6.1 


c.   In  instances  in  which  an  account  owner  converts  a  por- 
tion of  a  money  market  term  deposit  to  an  all-savers' 
certificate,  and  the  remaining  balance  is  less  than     ; 
$10,000,  a  bank  may: 

(1)  impose,  on  the  remaining  balance,  the  early  with- 
•  drawal  penalty  specified  in  the  money. market  term 

deposit;  .  . 

*  * 

(2)  not  impose  the  penalty,  and  pay  its  regular  pass- 
book rate  on  the  remaining  balance,  provided  the 
balance'  remains  in  the  account  until  the  maturity 
date  of  the  money  market  term  deposit;  or 

(3)  not  impose  the  penalty,  and  allow  the  account  owner 
-j  :     "to  convert  the  remaining  balance  to  another  type 

of  term  deposit  account  (e.g., 'to  a  small  savers' 
term  deposit),  provided  the  other  type  of  account's 

(a)  term  to  maturity  is  no  shorter  than  the  term 
remaining  on  the  money  market  term  deposit,  and  its 

(b)  effective  annual  yield  is  no  higher  than  the 
effective  annual  yield  paid  on  the  money  market  term 
deposit. 


f 
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Date:   October  8,  1981 
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The  Commonwealth  of  Massachusetts 


JSSBedS* 


ADMINISTRATIVE  BULLETIN 


OFFICE  OF  THE  COffllSSICNER  OF  BANKS 


Reference  No. 


22-1A    Statutory  Verification  of  Savings  Accounts 


I 


Purpose : 

Revision  of  rules  for  the  verification  process  that  is  required  for 
compliance  with  General  Laws,  Chapter  168,  Section  64.   The  new  rules  have 
been  formulated  to  allow  the  use  of  negative  verifications  consistent  with 
generally  accepted  auditing  standards. 

RULES  TO  BE  FOLLOWED  BY  CERTIFIED  PUBLIC  ACCOUNTANTS  WHEN  CONDUCTING 
THE  STATUTORY  VERIFICATION  OF  SAVINGS  DEPOSITS  OF  MASSACHUSETTS  SAVINGS 
BANKS  (GENERAL  LAWS,  CHAPTER  168,  SECTION  64) 

1.  These  rules  supersede  any  previous  rules  on  the  subject  issued  by  this- 
Office. 

2.  Verification  shall  be  performed  annually  in  the  connection  with  audit 
prescribed  by  Section  63  of  Chapter  168. 

3.  The  method  and  scope  of  accounts  selected  should  be  determined  by 
existing  internal  controls  to  the  extent  deemed  necessary  by  the  firm 
engaged  and  in  accordance  with  generally  accepted  auditing  standards. 
The  use  of  positive  or  negative  confirmation  requests  shall  be  left  to 
the  judgment  of  the  C.P.A.  x 

4.  The  form  "Report  of  Verification  of  Savings  Deposit  Accounts"  (copy  attached 
shall  be  prepared  and  signed  by  the  auditor.   The  auditor  shall  send  the 
report  to  the  bank  and  shall  send  a  copy  thereof  to  the  Office  of  the 
Commissioner  of  Banks. 

5.  If  a  savings  bank  is  verifying  savings  accounts  itself  under  a  plan 
approved  by  the  Commissioner  of  Banks,  the  attached  form  will  not  be 
prepared  by  the  auditor.   It  continues  to  be  the  responsibility  of  the 
savings  banks  to  report  the  results  of  the  self-verification  to  the 
Commissioner  of  Banks. 


I 


Self-verification  plans  and  amendments  to  such  plans  must  be  approved  by 
the  Office  of  the  Commissioner  of  Banks.   Plans  and  amendments  submitted 
for  approval  must  be  accompanied  by  the  written  approval  of  such  plans  and 
amendments  by  the  firm  of  certified  public  accountants  elected  to  audit 
the  bank  under  Section  63  of  Chapter  168. 


22-1.1 
gf  SAVINGS  BANKS  •        ( 


REPORT  OF  VERIFICATION  OK  SWINGS  DEPOSIT  ACCOUNTS 
(General  Laws,  Chapter  1CS,  Section  6'») 


Name  of  Bank   •  Location 

report  to  be  filed  at  the  office  of  the  Commissioner  of  Banks  not  later  than  ninety  (90) 

days  after  the  commencement  of  the  verification. 


Verification  close  of  business 


.  *     ACCOUNTS     ■  *  .   DEPOSITS 

»,  _ ■  > > — ' — 

.otal  number  of  accounts  5.'  Total  amount  of  deposits  at 

on  date  of  verification  ^ _J__  beginning  of  verification   $ 

Total  pudber  of  accounts  6.   Total  amount  of  deposits 

selected  for  verifica-  •                covered  by  verification 

tion                 *  notices                *   $ 


-Total  number  of  accounts    .  .  7.   Total  amount  of  deposits 

M   eplied  *  replied  *  $.   • 


* 


OTHER  INFORMATION 

8.   Number  of  accounts  in  which  discrepancies  were  found 

S.   Did  the  verification  disclose  any  differences  other 
than  those,  of  a  clerical  nature?   (If  ansv;ar  is 
"yes",  attach  separate  sb.zzt   giving  details). 

10.  Uere  deficiencies  noted  in  internal  controls? 
(If  answer  is  "yes",  vera  they  reported  to 
nanagement  in  writing?) 

11.  Number  of  accounts  verified  "address  unknown". 

12.  Cost  of  verification 


The  verification  of  the  savings  deposit  accounts  of  the  above-named  bank 
vas  performed  in  accordance  with  generally  accepted  auditing  standards. 


tc  Signature  of  C.P.A. 


/ 


Kirw 

Addrt 


\ 


V 


%. 


Includes  accounts  verified  over  the  counter. 
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RULES  TO  BE  FOLLOWED  BY  CERTIFIED  PUBLIC  ACCOir.iTAirfS  VHEH  CONDUCTING 

THE  STATUTORY  VERIFICATION  OF  SAVIKCS  DEPOSITS  C?  IJASCACKUSEXTS 
SAVINGS  BANKS  (GENERAL  LAWS,  CHAPTER  163,  SECTION  64) 

1.    These  rules  supersede  any  previous  rules  .on  the  subject 
issued  by  this  office. 

'  2.  Verification  shall  be  performed  annually  in  the  connec- 
tion with  the  audit  prescribed  by  Section  63  of  Chapter 
163. 

3.    The  method  and  scope  of  accounts  selected  should  be 

determined  by  existing  internal  controls  to  the  extent 
deemed  necessary  by  the  firm  engaged  and  in  accordance 
with  generally  accepted  auditing  standards.   The  confirma- 
tions should  be  prepared  on  a  positive  basis,  nailed  and 
received  by  the  firm  engaged  under  proper  audit  controls. 
This  may  require  a  second  notice. 


4 


4.  The  form  "Report  of  Verification  of  Savings  Deposit 
Accounts"  (copy  attached)  shall  be  prepared  and  signed 
by  the  auditor.   The  auditor  shall  send  the  report  to 
the  bank  and  shall  send  a  copy  thereof  to  the  office 
of  the  Commissioner  of  Banks. 

* 

5.  If  a  savings  bank  is  verifying  savings  accounts  itself 
under  a  plan  approved  by  the  Commissioner  of  Banks,  the 
attached  form  vjIII  not  be  prepared  by  the  auditor.   It- 
continues  to  be  the  responsibility  of  the  savings  banks 
to  report  the  results  of  the  self-verification  to  the 
Commissioner  of  Banks. 

6.  Self-verification  plans  and  amendments  to  such  plans 
must  be  approved  by  the  office  of  the  Commissioner  of 
Banks.   Plans  and  amendments  submitted  for  approval  must 
be  accompanied  by  the  written  approval  of  such  plans  and 
amendments  by  the  firm  of  certified  public  accountants 
elected  to  audit  the  bank  under  Section  63  of  Chapter  16S. 


/fro 


22-1.3 


TRUST  COMPANIES 
RETORT  OF  VERIFICATION  OF  SAVINGS  DEPOSIT  ACCOUNTS 

(General  Lavs,  Chapter  172,  Section  65) 


(Name  of  Bank) 


(Location) 


This  report  to  be  filed  at  the  office  of  the  Commissioner  of  Banks  not  later  than 
ninety  (90)  days  after  the  commencement  of  the  verification. 


1.   Verification  close  of  business 


ACCOUNTS 


DEPOSITS 


2,   Number  of  accounts  on 
date  of  verification 


8.  Total  amount  of  deposits  at 
beginning  of  verification  $_ 


3.   Total  number  of  accounts 
selected  for  verifica- 
tion * 


9.  Amount  of  deposits 
covered  by  verifi- 
cation notices 


*$ 


4. 


C 


5. 


Total  number  of  accounts 
actually  confirmed  * 


Percentage  of  number 
of  accounts  selected 
to  total  number  of 
accounts  * 


% 


10.- 


11. 


Amount   of   deposits 
actually   confirmed 


*$ 


Percentage    of  balances 
selected    for   confirmation 
to   total    amount    of 
deposits  * 


% 


Percentage  of  confir- 
mations to  total 
number  of  accounts  * 


% 


12.   Percentage  of  balances 
confirmed  to  total 
amount  of  deposits 


Percentage  of  confir- 
mations to  -.umber 
selected  * 


% 


13.   Percentage  cf  balances 
confirmed  to  total 
selected  * 


OTHER  INFORMATION 


% 


s 

L 


14. 
15. 


16. 
17. 


Number  of  accounts  in  vhich  errors  were  found 


Number  of  each  account  selected  for  verification 
(First  and  last  number  where  taken  consecutively) 
(Attach  list) 


Cost  of  verification 

Did  the  verification  disclose  any  differences 
other  than  those  of  a  clerical  nature?   (If 
answer  is  "Yes",  attach  separate  sheet  giving 
details  .  ) 


$ 


" 


Includes  accounts  verified  over  the  counter 
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18.  (a)   Was  verification  conducted  in  conjunction  with 

an  audit? 

(b)   If  not,  was  proof  of  cash  made?  . 

19.  (a)   Is  proper  segregation  of  inactive  accounts  in 

effect? 

(b)   Was  the  proper  proportion  of  this  group  of 

accounts  included  in  the  number  selected  for 

verification? 

(Not  less  than  5%) 

20.  Number  of  notices  sent  that  were  signed  by  the 
executive  officer  (second  notice) . 

21.  Are  accounts  in  regard  to  v;hich  notices  were 
returned  because  of  unknown  or  incomplete 
address  segregated  under  dual  access?   If  on 
computer  are  they  properly  controlled? 

/      22.       Were  deposits  and  withdrawals  totalled,  previewed 
*  and  compared  with  the  summary  entries  for  a 

consecutive  60-day  period? 

23    (a)   Was  closed  account  file,  reviewed  and  the  with- 
drawals that  closed  these  accounts  checked? 

(b)   Was  the  required  number  of  this  group  verified? 
(Not  less  than  25%  of  accounts  closed  since 
previous  verification) 

24.  Uere  signatures  of  accounts  confirmed  compared 
with  signature  cards? 

25.  V?ere  any  inadequacies  noted  in  computer  systems 
or  programs? 


I  hereby  certify  that  I  supervised  the  verification  of  the  Savings 
Deposit  accounts  of  the  above-named  bank;  that  accepted  audit  pro- 
cedures were  followed;  that  I  have  carefully  reviewed  the  answers 
to  the  above  questions  and  believe  them  to  be  correct. 

Signature  of  C.P.A. 

Date  P.  0.  Address       ' __ 


/S-J- 
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IKSTfUiCTTONS    TO  'AUMTGilS 


Guidelines    to  be   followed  by  Auditors   when   conducting    th  ■":   statutory  veri 
iicntion  of  Savings   deposits   of  Massachusetts   Trust   Companies: 


1. 


f 


Date  of  verification  to  be  fixed  after  consultation  with  the  Director 
of  Trust  Company  Examinations  having  in  mind  the  proper  spacing  of 
visits  of  the  Examiners  and  Auditors.  ..Regardless  of  previous- ccmwiit- 
ir.ent,  the  Auditor  should  notify  the  Director  vithin  a  reasonable 
tii?.e  preceding  the  commencement  of  the  verification.  Notification  in 
writing  shall  be  made  stating  that  the  verification  has'  commenced, 
whereupon  the  necessary  forms  will  be  sent  by  this  office. 

2,   Those  verfications  which  are  not  made  in  conjunction  with  an  audit  of 
the  bank  must  be  supplemented  by  at  least  minimum  auditing  .procedures. 

3r   Approximately  207,  of  all  Savings  accounts  shall  be  confirmed  by  direct 
positive  verification.  Accounts  verified  should  include  a  sufficient 
number  of  the  following  categories  to  provide  an  adequate  test: 

a.  accounts  closed  since  the  previous  verification; 

b.  inactix'e  accounts; 

c.  passbooks  held  as  collateral  for  loans  when,  in  the  Auditor's 
opinion,  the  system  for  control  of  collateral  is  not 

functioning  properly;  '  . 

d.  passbooks  held  in  safekeeping  without  specific  permission  of  r 
the  Commissioner  of  Banks  should  be  returned  to  the  depositor 

in  company  with  the  verification.   Transactions  involving 
such  accounts  should  be  subjected  to  appropriate  audit  pro- 
cedures . 

4.  Disbursement  of  accounts  paid  to  the  Commonwealth  under  the  Abandoned 
Property  Act  should  be  audited. 

5.  If,  in  the  opinion  of  the  Auditor,  the  scope  of  the  verification 
should  be  increased  or  reduced,  the  Director  of  Trust  Company  Exami- 
nations should  be  consulted. 

6.  Bank's  records  should  not  be  marked  b}'  the  Auditor  in  any  manner  that 
vould  identify  a  verified  account. 

7.  Bank's  name  should  not  appear  on  the  re-turn  envelopes.  They  should 
be  addressed  to  the  Auditor's  office  or  to  a  post  office  box  rented 
especially  to  receive  them. 

8.  Second  notices  should  be  sent  over  the  signature  of  the  chief  executive 
officer  of  the  bank. 


^ 
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9.  Account:.1?  which  do  not:  respond  to  ci.th.ftr  verifi nation  letter  should  be 
subject  to  any  or  all  of  the  following  according  .to  the  Auditor's 
judgement: 

•     - 

a.  appropriate  audit  procedures  by  the  verifier: 

b.  turned  over  to  the  bank's  internal  auditor  for  follo-..'-up; 

c.  followed  by  the  verifier  during  the  next  verification, 

10.  Accounts  in  regard  to  vhieh  notices  have  been  returned  as  undelivcrable 
by  the  Post  Office  and  for  which,  after  suitable  investigation,,  the 
bank  cannot  provice  a  satisfactory  address  should  02  converted  to 
inactive  status  under  the  supervision  of  the  bank's  Auditor. 

11.  A  determination  should  be  ir.ade  that  the  system  of  opening  ne;>  accounts 
and  the  supplies  used  for  that  purpose  arc  subject  to  proper  safe- 
guards. 

12.  i'uo  foregoing  should  be  considered  minimal  and  the  Auditor  should 
4f             apply  additional  accented  audit  procedures  wherever:  circumstances 
^>             require  them. 


f 
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The  Commonwealth  of  Massachusetts 
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ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COMMISSIONER  OF  BANKS 


ReferefiffiffiBHMDff  DOCUMENTS 
October  17,   KJR.LECT10N 

NOV  2  3 1988 

University  of  Massachusetts 
Depository  Copy 

LOCATED 


Massachusetts  General  Laws 
Chapter  167C,  section  3 
Chapter  171,  section  2 
All  Banks  and  Credit  Unions 


MEMORANDUM  ON  THE 
ESTABLISHMENT  OF 
BRANCH  OFFICES 
AT  EDUCATIONAL  FACILITIES 


AUTHORITY 


APPLICABILITY 
AND  SCOPE 


* 


DEFINITIONS 


This  memorandum  is  issued  by  the  Commissioner  of  Banks  under  the 
authority  of  General  Laws  chapter  167C,  section  3  and  General  Laws 
Chapter  171,  section  2. 


The  terms  and  conditions  of  this  Administrative  Bulletin  govern  the 
establishment  and  operation  of  certain  limited  purpose  branch 
offices  located  at  educational  facilities,  pursuant  to  the 
provisions  of  General  Laws  chapter  167C,  section  3,  and,  where 
applicable,  General  Laws  chapter  171,  section  2.  It  does  not  apply 
to  temporary  associations  formed  for  educational  purposes  under 
General  Laws  chapter  167,  section  37  or  student  banks  organized 
under  General  Laws  chapter  167,  section  37B. 

The  purpose  of  this  memorandum  is  to  set  forth  the  Division  of 
Banks'  minimum  requirements  for  the  establishment  of  such  branch 
offices.  All  school  branch  applications  shall  be  reviewed  under  the 
same  supervisory  standards  and  procedures  accorded  to  ordinary 
branch  applications.  All  applicants,  however,  must  also 
demonstrate,  as  a  matter  of  record,  that  a  clearly  articulated  and 
'defined  educational  and/or  vocational  training  objective  will  be 
served  by  the  establishment  of  the  branch.  Applications  that  do  not 
meet  these  minimum  requirements  will  not  be  approved  by  the 
Commissioner  of  Banks. 

All  school  branches  are  subject  to  state  and  federal  statutory 
requirements  governing  state-chartered  financial  institutions 
including  the  posting  of  all  consumer  protection  and  other  notices 
required  by  law. 

The  following  definitions  apply  to  the  terms  used  in  this 
Administrative  Bulletin  unless  the  context  otherwise  requires: 


Commissioner 


Commissioner  of  Banks 


» 


Division: 


Division  of  Banks 


\ 


VI 

Educational  Authority:   The  local  school  committee  or  governmental 

body  which  governs  the  affairs  of  a  public 
educational  facility.  The  term  shall  also 
include  the  Board  of  Trustees  or  similar 
governing  body  of  a  private  educational 
institution. 

Educational  Facility:    A  public  or  private  secondary  or 

vocational  school  located  within  the 
Commonwealth. 

Financial  Institution:   A  state-chartered  savings  bank, 

co-operative  bank,  trust  company  or  credit 
union. 

School  Branch:         A  limited  purpose  branch  office  located  at 

an  educational  facility  which  is 
established  under  General  Laws  chapter 
167C,  section  3  or  General  Laws  chapter 
171,  section  2  and  these  guidelines. 


PROCEDURES  FOR  THE  ESTABLISHMENT  OF  BRANCH  OFFICES  LOCATED  AT  EDUCATIONAL  FACILITIES 

(  I 


General  Requirements 
A.  Application 


A  financial  institution  seeking  to  establish  a  branch  office 
at  an  educational  facility  must  make  written  application  to 
the  Commissioner.  Such  application  shall  be  made  on  forms 
supplied  by  the  Division  and  shall  contain:  a  written 
notification  that  the  deposits  of  such  branch  are  insured  by  a 

.  deposit  insurance  agency;  the  prior  written  approval 
or  vote  of  the  appropriate  educational  authority;  an  executed 
written  agreement  relative  to  the  operation  of  the  school 
branch  office  between  the  financial  institution  and  the 
educational  authority  which  meets  the  requirements  of 
paragraph  B;  a  written  curriculum  plan  developed  with  and 
approved  by  the  educational  authority  which  meets  the 
requirements  of  paragraph  C;  and,  such  other  information  as 
the  Commissioner  may  require  from  time  to  time. 

B.  Operational  Agreement 

A  formal  written  agreement  must  be  entered  into  between  the 
educational  authority  and  the  financial  institution  governing 
the  operation  of  the  school  branch.  Such  agreements  must  be 
reviewed  and  renewed  annually. 


$ 
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1.   Mandatory  Provisions 

All  agreements  shall  contain  provisions  relative  to 
the  following  matters: 

(a)  Hours  of  Operation:  The  school  branch's 
days  and  hours  of  operation  during  the 
academic  year,  and  if  applicable,  during 
school  vacation  periods,  must  be  specified. 

(b)  Security:  The  agreement  must  allocate 
responsibility  for  the  security  of  the 
school  branch  banking  facilities  to  the 
financial  institution.  The  agreement  must 
also  contain  provisions  relative  to  the 
general  security  of  the  areas  adjacent  to 
the  school  branch. 

(c)  Liability  and  Fidelity  Insurance:  The 
financial  institution  shall  agree  to 
maintain  adequate  liability  insurance  for 
the  school  facilities  under  its  control. 
The  branch  must  also  be  covered  by  the 
financial  institution's  blanket  bond. 

I 

(d)  Banking  Services:  The  agreement  shall 
specify  the  number  and  types  of  banking 
services  to  be  offered  at  the  school 
branch.  If  the  branch  is  not  open  to  the 
general  public,  the  agreement  s^all  also 
specify  to  whom  the  branch's  services  may 
be  offered. 

(e)  Staffing:  An  adult  paid  employee  of  the 
financial  institution  must  be  at  the 
school  branch  during  business  hours  to 
supervise  its  operation.  All  services 
provided  by  the  branch  must  be  handled  by 
high  school  students.  Students  should  be 
selected  by  a  process  agreed  upon  by  the 
financial  institution  and  the  educational 
authority. 

(f)   Student  Training:  The  financial 

institution  shall  be  responsible  for 
student  training  done  on  the  financial 
institution's  premises,  outside  school 
time,  and  on  school  branch  premises  at  all 
times  when  the  branch  is  open.  The  extent 
I  of  this  training  shall  be  set  out  in  the 

curriculum  plan  between  the  financial 
institution  and  educational  authority. 

-3- 
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(g)   Salaries:  The  agreement  shall  specify 
whether  participating  students  will  be 
paid  by  the  financial  institution.  The 
payment  of  students,  whether  during 
training  or  while  working  in  the  branch, 
is  a  matter  to  be  3greed  upon  by  the 
financial  institution  and  the  educational 
authority. 

(h)   Termination  of  Brancn:  The  agreement 

shall  provide  that  reither  the  financial 
institution  nor  the  educational  authority 
shall  close  or  move  the  school  branch 
until  all  necessary  regulatory  approvals 
have  been  obtained. 

(2)  Optional  Provisions 

Agreements  relative  to  school  branches  may  contain 
the  following  optional  provisions: 

(a)  Signage:  Any  reasonable  provision 
relative  to  the  design,  size  or  placement 
of  the  name  or  logo  of  the  school  branch. 

(b)  Branch  Maintenance:  Any  reasonable 
provision  relative  to  the  construction, 
remodeling  or  repair  of  the  school  branch 
facilities. 

(c)  Other  Provisions:  An  agreement  between  a 
financial  institution  and  an  educational 
authority  may  contain  any  other  provision 
relative  to  the  establishment  and 
operation  of  a  school  branch  that  the 
parties  may  deem  necessary. 

C.    Curriculum  Plan 

A  school  branch  is  an  educational  facility  to  be  used  for  the 
training  of  students,  on  school  premises,  in  the  basic 
principles  and  practices  of  banking  by  actual  participation  in 
a  branch  operation.  A  curriculum  plan,  therefore,  should  be 
designed  that  achieves  these  objectives  in  accordance  with 
accepted  educational  standards.  All  such  curriculum  plans 
must  be  drafted  and  approved  by  the  educational  authority 
prior  to  the  submission  of  a  school  branch  application. 


0 


e 
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The  Commonwealth  of  Massachusetts 


Kl 


ADMINISTRATIVE  BULLETIN 

OFFICE  OF  HE  (IMSSIBER  OF  BANKS 


Reference  No.     #4-1 

_.-„     Insufficient  Fund  Charge  Guideline 

COLLECTION  and 

Opinion  Relative  To 
DEC  5  1984      Chapter  230  of  the  Acts  of  1984 

.Governing  Savings  and  Checking 
•+w  at  Ma^SachUSGUtoccounts  of  Certain  Depositors 

University  ui  i««* 

ngoosrtoty  Copy 

Chapter  230  of  the  Acts  of  1984,  in  summary,  prohibits  a  bank,  as  defined  in 
section  1  of  Chapter  167D  of  the  General  Laws,  from  imposing  any  fee,  charge  or  other 
assessment  against  the  savings  account  or  checking  account  of  any  persons  sixty-five 
years  of  age  or  older  or  eighteen  years  of  age  or  younger.  However,  the  Act  speci- 
fically provides  that  a  reasonable  charge,  as  determined  by  this  Office,  may  be  assessed 
against  any  such  account  of  any  such  persons  when  payment  has  been  refused  because  of  in- 
sufficient funds  on  any  check  drawn  on  such  account. 

Pursuant  to  the  requirements  of  the  Act,  this  Office  has  determined  that  a  charge 
to  be  assessed  for  a  check  drawn  on  the  account  of  such  a  person  but  refused  because  of 
insufficient  funds  shall  not  exceed  $5.00  per  check. 

Although  this  Act  followed  the  traditional  legislative  process  and,  in  fact,  was 
amended  from  the  original  petition  a  number  of  issues  have  been  raised  as  to  the  extent 
of  its  coverage.  This  Office  has  received  a  significant  volume  of  inquiries  and  a 
request  for  an  opinion  on  several  of  the  Act's  provisions.  But  there  are  limits,  grounded 
in  the  language,  purpose  and  history  of  a  particular  statute,  on  how  far  an  agency  may 
go  in  its  interpretive  role.  Accordingly,  the  following  response  may  not  resolve  each 
question  that  has  been  raised  in  the  minds  and  inquiries  of  those  affected  by  its  pro- 
visions. Fortunately,  the  Legislature  which  passed  the  Act  remains  in  session  and  is 
the  final  forum,  should  it  choose  to  act,  for  resolution  of  these  issues. 

In  issuing  this  opinion,  the  Division  of  Banks  is  aware,  as  was  the  Legislature, 
that  some  institutions,  prior  to  the  passage  of  this  Act} had  voluntarily  exempted  from 
their  schedule  of  fees,  charges  and  assessments  one  or  both  of  the  particular  age  groups 
-addressed  by  this  statute.  Although  this  opinion  may  be  viewed  as  a  safe  harbor  until 
further  legislative  action  occurs  it  is  not  intended  to  encourage,  in  any  way,  retrench- 
ment by  those  institutions  from  any  existing  policies  which  may  exceed  not  only  the 
particulars  of  this  response  but  also  those  of  the  statute  itself. 
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Accounts  Subject  to  the  Provisions  of  this  Act  \r 

Questions  have  been  raised  relative  to  the  scope  of  the  accounts  covered  by  the 
Act  and  whether  each  type  of  account  must  be  provided  to  an  eligible  depositor. 

As  with  any  issue  involving  the  interpretation  of  an  Act  the  analysis  must  begin 
with  the  language  of  the  statute  itself.  Chapter  230  specifically  refers  to  a  "savings 
account"  and  to  a  "checking  account".  Those  terms  although  central  to  the  analysis  of 
this  Act  are  not  defined  within  the  applicable  statutes.  Clearly,  if  the  Legislature 
had  spoken  more  specifically  the  task  would  be  simple.  However,  the  Division  of  Banks 
has  a  long  history  of  attributing  to  the  Legislature  an  intelligent  and  intelligible 
policy  and  of  fitting  new  statutes  into  the  existing  framework  in  an  effort  to  make  a 
coherent  whole.  Therefore,  rather  than  resorting  to  definitions  contained  in  regulations 
of  a  federal  agency  or  in  non-banking  statutes  the  Division  has  reviewed  the  existing 
deposit  statutes  from  the  perspective  of  its  understanding  of  the  purpose  of  this  Act. 

Chapter  590  of  the  Acts  of  1983,  in  part,  eliminated  a  specific  reference  to  savings 
deposits  within  Chapter  167D  of  the  General  Laws.  As  amended  by  that  Act  the  statute 
now  provides  for  demand,  time  and  other  types  of  deposits.  One  thrust  for  that  amendment 
was  recognititon  of  the  various  types  of  deposits  which  would  result  from  the  on  going 
deregulation  of  the  deposit  side  of  the  balance  sheet.  The  initial  lack  of  classification 
of  the  Money  Market  Deposit  Account  by  federal  regulators  was  an  example  of  that  de- 
regulation. In  light  of  the  lack  of  defined  terms,  the  variety  of  deposit  accounts 
now  available  and  this  Division's  understanding  of  the  purpose  of  Chapter  230  it  is 
the  opinion  of  this  Office  that  the  terms  savings  account  and  checking  account  should  be 
given  what  may  be  viewed  as  their  traditional  meaning.  Accordingly,  "checking"  would  be  ( 
a  demand  deposit  account  while  "savings"  would  include  a  passbook  or  a  statement  account  v 
and  a  regular  NOW  account.  In  response  to  specific  inquiries  a  Super  Now  and  Money 
Market  Accounts  would  not  be  governed  by  the  provisions  of  Chapter  230. 

Since  the  prohibitions  of  this  Act  are  keyed  to  each  such  account  this  Office  does 
not  agree  with  a  reading  of  this  statute  which  would  infer  that  only  one  of  either  a 
savings  account  or  a  checking  account  per  eligible  depositor  is  required  for  compliance. 

Depositor  Eligibility 

Questions  have  been  raised  regarding  depositor  eligibility  relative  to  the  defini- 
tion of  "persons";  the  law's  applicability  to  accounts  on  which  all  parties  are  not  within 
the  specified  age  groups  and  whether  the  Act  affects  existing  depositors. 

Another  threshold  issue  raised  by  the  language  of  the  Act  is  which  "persons"  are 
covered  by  the  law.  In  construing  statutes  there  is  within  the  General  Laws  a  provision, 
section  7  of  Chapter  4,  whereby  various  terms  are  defined.  It  is  that  section  of  law 
which  generally  provides  that  the  word  "person"  includes  business  related  entities. 
However,  that  section  allows  for  a  different  interpretation  if  a  contrary  interpretation 
clearly  appears.  Viewing  the  language  of  this  Act  with  its  criteria  of  age  as  well  as 
its  underlying  purpose, it  is  the  opinion  of  this  Office  that  the  accounts  covered  by 
this  Act  are  limited  to  those  held  by  consumers  for  non-business  purposes. 
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The  issue  of  eligibility  is  also  raised  when  more  than  one  person  is  a  party  to  an 
applicable  account  and  all  such  parties  do  not  meet  the  age  requirements  specified  in  the 
Act. 

The  crucial  question  here  is  did  the  Legislature  intend  to  establish  a  general 
prohibition  for  the  imposition  of  fees,  charges  or  assessments  for  any  account  to  which 
a  person  meeting  the  age  requirements  is  a  party.  The  plain  language  of  Chapter  230, 
weighs  against  implication  of  such  a  general  prohibition.  If  so  intended,  language 
stating  such  coverage  could  have  been  inserted.  However,  recognititon  must  also  be 
given  to  the  purpose  of  this  particular  statute.  In  so  doing,  this  Office  concludes  that 
the  Legislature  did  not  intend  this  Act  to  result  in  widespread  disruption  of  account 
relationships  the  nature  of  which  do  not  lend  themselves  to  potential  abuse  of  the  benefits 
provided  by  the  Act.  Therefore,  it  is  the  opinion  of  this  Office  that  in  order  to  be 
eligible  for  the  coverage  of  this  law  all  parties  to  an  applicable  account  must  meet  the  age 
requirements  specified  therein  unless  the  only  party  not  meeting  such  requirements  is  the 
spouse  of  the  eligible  depositor. 

Although  it  has  been  argued  that  the  coverage  of  this  Act  should  be  prospective, 
it  is  the  opinion  of  this  Office  that  eligibility  for  the  benefits  of  this  law  extends 
to  existing  account  holders  as  well  as  new  depositors. 

Implementation  of  Chapter  230 

The  statute  does  not  specify  a  process  whereby  a  bank  is  to  determine  those  depositors 
eligible  for  the  protections  afforded  by  this  law  and  questions  have  been  raised  as  to  how 
this  should  be  accomplished. 

It  is  the  opinion  of  this  Office  that  a  bank  can  comply  with  the  provisions  of  this 
Act  by  a  two  step  process  consisting  of  notice  and  registration.  Since  banks  are 
generally  not  aware  of  the  age  of  depositors  and  depositors  may  not  be  generally  aware  of 
the  passage  of  Chapter  230  the  first  step  should  be  for  institutions  to  provide  depositors 
with  specific  information  on  the  coverage  of  the  law.  Such  notice  should  be  accomplished 
by  conspicuous  posting  in  all  offices  and  disclosure  in  any  periodic  account  statement. 
Concurrent  with  such  notice  each  bank  should  provide  a  registration  form  requesting  therein 
only  that  information  and  proof  necessary  to  implement  the  statute.  After  a  bank  has 
initiated  such  a  process  the  responsibility  would  rest  with  each  depositor  to  come  forward 
and  identify  himself  as  eligible  under  the  Act.  Once  such  eligibility  has  been  established 
the  responsibility  to  terminate  a  depositor's  enjoyment  of  these  benefits  upon  reaching 
age  19  would  lie  with  the  bank. 

Type  of  Fees  Covered 

A  number  of  questions  have  been  raised  relative  to  the  scope  of  the  "fees  charges  and 
assessments"  covered  by  the  Act.  In  summary,  some  argue  that  there  should  be  a  distinction 
made  between  a  fee  and  payment  for  what  is  called  a  separate  service,  such  as  a  wire  trans- 
fer and  numerous  other  acts.  Alternatively,  questions  are  raised  as  to  whether  such 
"services"  may  be  charged  to  another  account^  or  could  a  person  waive  the  protection 
provided  by  the  statute. 
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Focusing  once  again  on  the  language  of  Chapter  230  this  Office  finds  no  suggestion  ofC 
a  distinction  for  services.  By  its  terms  the  prohibition  runs  against  the  account  itself 
and  not  the  nature  of  what  it  is  being  assessed  for.  The  words  used  "any  fee,  charge  or 
other  assessment"  are  so  broad  as  to  be  inclusive  of  all  acts  relative  to  an  applicable 
account  except  for  the  charge  for  insufficient  funds.  However,  any  charges  mandated 
by  federal  rate  control  can  be  assessed  against  an  applicable  account  since  this  statute 
would  be  preempted. 

In  conjunction  with  this  interpretation  this  Office  would  view  any  assessment  against 
a  separate  account  for  a  transaction  involving  an  account  covered  by  the  Act  to  be  a  clear 
circumvention  of  the  law. 

Moreover,  the  statute  does  not  specifically  provide  for  a  consumer  to  waive  the  pro- 
tections offered  by  the  Act.  However,  the  affirmative  obligation  on  a  depositor  to  come 
forward  to  exhibit  eligibility,  as  outlined  previously,  provides  the  depositor  the 
opportunity  to  effectively  waive  these  protections  by  simply  not  establishing  eligibility 

Varied  Terms  and  Conditions 

The  issue  has  been  raised  that  since  Chapter  230  does  not  restrict  a  bank's  authority 
to  set  other  terms  and  conditions  on  accounts  of  eligible  depositors  a  bank  could,  under 
current  law,  choose  to  yary   the  interest  rate,  minimum  balances  or,  in  the  extreme,  not 
offer  such  accounts  to  those  depositors  covered  by  the  Act. 
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In  seeking  to  address  those  questions  and  inquiries  that  have  been  fairly  raised 
this  Division  has  focused  on  the  language  of  Chapter  230  and  the  body  of  law  which  it     # 
amends.  Where  appropriate,  consideration  has  been  given  to  our  understanding  of  the 
history  and  Legislature's  purpose  in  enacting  this  statute.  It  is  the  conclusion  of  this 
Office  that  significant  weight  must  be  given  to  the  purpose  of  this  Act  when  considering 
this  issue  in  light  of  the  silence  of  Chapter  230  and  the  authority  existing  in  current 
law.  The  purpose  of  Chapter  230,  as  understood  by  this  Division,  is  solely  to  add  a 
feature  -  no  fees,  charges  or  assessments  -  to  the  accounts  of  those  depositors  meeting 
the  age  requirements  set  out  in  the  law.  A  bank's  general  ability  to  structure  the  terms 
and  conditions  of  accounts  if  used  to  diminish,  in  any  way,  the  account  of  only  those 
depositors  eligible  for  the  benefit  afforded  by  Chapter  230  would  result  in  a  clear 
violation  of  the  spirit  of  that  law. 

Penalties,  Enforcement 

As  enacted  Chapter  230  does  not  set  out  any  specific  penalty  for  non-compliance. 
The  question  has  thus  been  asked  as  to  how  enforcement  will  be  handled  and  what  penalties 
may  be  imposed. 

To  enforce  the  statutory  provisions  of  Chapter  230  this  Office  will  exercise  those 
powers  and  impose  those  penalties  granted  under  the  general  banking  statutes,  such  as 
section  12  of  Chapter  167,  and  under  the  applicable  chapter  of  the  General  Laws  governing 
each  institution. 
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These  guidelines  are  issued  under  the  authority  of  G.L  c.  167D,  §2. 
The  purpose  of  these  guidelines  is  to  provide  state-chartered  banks  with  guidance 
on  how  to  comply  with  the  provisions  of  the  "18-65  law"  so  called.  This  Bulletin 
is  arranged  in  a  question  and  answer  format  in  order  to  provide  useful  and 
practical  information  to  institutions  and  individuals  seeking  information  on  the 
scope  of  the  18-65  law  and  its  implementing  directive,  Administrative  Bulletin  24- 
1.  Institutions  with  additional  questions  or  concerns  should  refer  to  the 
administrative  bulletin  and  the  statute  for  additional  guidance  on  the  law's  scope. 


QUESTIONS 
AND  ANSWERS 


1.  What  checks  are  free  of  printing  charges? 

The  institution's  basic  line  of  checks  is  covered  by  the  18-65  law.  These  checks 
must  be  provided  free  of  charge  to  any  person  falling  within  the  protected 
categories  of  the  18-65  law. 

2.  Does  a  "basic  check"  include  the  account  holder's  name  only? 

Yes.  Most  banks  and  merchants  now  require  the  drawer's  name  to  be  imprinted 
on  the  face  of  a  check  before  it  will  be  cashed  or  accepted.  Since  blank  checks 
are  not  generally  accepted,  all  18-65  account  checks  must  have  this  minimum 
data  imprinted  without  charge.  The  18-65  law,  however,  does  not  require  that 
specially  designed,  or  custom,  checks  or  imprints  be  provided  to  18-65  customers. 
If  these  individuals  choose  these  special  design  features,  they  may  be  charged  the 
full  price  of  such  check  line. 


3.  Are  withdrawals  in  the  form  of  a  certified  check,  bank  check  or  money  order  free  of  charge? 

Yes.   G.L.  c.  167D,  §2  specifically  prohibits  all  types  of  fees  or  charges  on  the 

accounts  of  protected  account  holders.  Consequently,  all  fees  other  than  those  ^ 

expressly  specified  by  the  statute  or  Administrative  Bulletin  are  prohibited.  \ ,  -r 

4.  Are  fees  for  ATM  card  transactions  prohibited? 

No.  Fees  may  be  charged  if  the  use  of  an  ATM  is  an  optional  account  feature. 
Fees  would  be  prohibited,  however,  if  an  ATM  is  the  only  permitted  means  of 
access  to  the  protected  account. 

5.  Are  fees  for  a  Stop  Payment  Order  prohibited? 

Yes.  See  Question  3. 

6.  Are  fees  for  wire  transfer  prohibited? 

Yes.  See  Question  3. 

7.  Are  fees  for  the  return  of  an  unpaid,  or  NSF,  check  drawn  on  the  accounts  of  another  prohibited? 

Yes.  See  Question  3. 

8.  Must  only  one  account  (savings  or  checking)  be  offered  to  a  qualifying  person? 

No.  Administrative  Bulletin  24-1  specifically  states  that  a  qualifying  individual  is 

entitled  to  receive  one  savings  and  one  checking  account.  (  * 

9.  May  a  bank  choose  which  accounts  are  subject  to  the  18-65  law? 

No.  All  existing  checking  and  savings  accounts  must  be  made  available  to  an  18- 
65  customer. 

10.  May  a  bank  require  an  adult  cosigner  on  a  minor's  account? 

Yes.  The  18-65  law  does  not  prohibit  a  bank  policy  requiring  adult  cosigners 
for  minor  accounts.  Such  accounts  remain  protected  under  the  statute. 

11.  Is  a  trust  account  established  for  the  benefit  of  a  minor  subject  to  the  18-65  statute? 

No.  A  minor  is  only  the  beneficiary  of  a  trust  account  The  account  is  a 
separate  entity  from  the  minor  which  can  be  accessed  by  a  nonqualifying  person 
under  the  18-65  law.  Therefore,  it  is  not  a  minor's  account  and  not  covered  by 
the  18-65  law. 

12.  Does  the  18-65  law's  benefits  end  on  a  person's  18th  birthday? 

No.  The  18-65  law  protection  continues  until  the  person  reaches  19  years  of  age. 


13.  Must  notice  of  the  18-65  law  be  posted  in  all  of  the  Bank's  offices? 

Yes.  A  notice  informing  customers  of  the  availability  of  18-65  protection  must 
be  posted  within  all  banking  offices.  The  location  and  size  of  such  notice  are  left 
to  the  discretion  of  Bank  management.  All  notices,  however,  are  subject  to 
examiner  review  and  comment. 

14.  Must  there  be  an  annual  disclosure  of  the  18-65  law  to  all  customers? 

Yes.  No  particular  form  of  annual  notice  is  specified  by  the  18-65  law  or  this 
Administrative  Bulletin.  An  annual  disclosure  placed  in  a  monthly  account 
statement  would  be  deemed  sufficient. 

15.  Must  an  eligible  person  formally  notify,  or  register  with,  a  bank  in  order  to  obtain  the  18-65  law's 
benefits? 

Yes.  Anyone  eligible  for  an  18-65  account  has  the  burden  of  notifying  their  bank 
of  his  or  her  status.  A  bank  is  not  liable  for  any  fees  assessed  to  an  account 
prior  to  notification  or  registration. 

16.  Is  there  a  maximum  insufficient  fund  charge  under  the  18-65  law? 

Yes.  The  current  maximum  charge  for  an  insufficient  funds  fee  is  $5  as  set  by 
Administrative  Bulletin  24-1.  This  maximum  charge  may  be  subject  to  future 
change. 
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Reference  No.  26-1  Savings  Banks 

June  30,  1986  Co-operative  Banks 

Trust  Companies 
(Chapter  167,  Section  6) 

Directive  Governing  The 

Issuance  Of  Subordinated  Debt 

Securities  For  Consideration  In 

Meeting  Regulatory  Capital  Requirements 

Requirements  Applicable  To  Issuance 

A  state-chartered  financial  institution,  other  than  a  credit  union, 
issuing  subordinated  debt  securities  for  consideration  in  meeting  the  capital 
requirements  of  the  Division  of  Banks  must  comply  with  the  following 
requirements.  An  offering  circular  and  certificate,  as  specified  below,  must 
be  submitted  in  advance  to  the  appropriate  Deputy  Commissioner  of  Bank 
Supervision.  No  such  circular  or  form  shall  be  distributed  until  such 
materials  have  been  released  for  use,  in  writing,  by  the  Commissioner. 

The  term  to  maturity  for  any  such  security  shall  not  be  less  than  seven 
years.  No  such  security  shall  be  issued  in  a  denomination  of  less  than 
$1,000.  Subordinated  debt  securities  shall  be  unsecured. 

Requirements  Applicable  To  The  Offering  Circular 

A  bank  issuing  such  debt  securities  shall  utilize  an  offering  circular 
that  provides  adequate  disclosures  of  material  facts  so  that  prospective 
investors  may  be  capable  of  making  an  informed  decision. 

Each  such  circular  shall  contain: 

(1)  the  following  statements  on  the  cover  in  capital  letters  printed  1n 
bold-face  roman  type  at  least  as  high  as  ten-point  modern  type  and  at 
least  two  points  leaded: 

(a)  "This  security  is  not  a  savings  account  or  deposit  and  it  is  not 
insured  by  (name  of  primary  insurer  and,  if  applicable,  of  excess 
insurer)"; 

(b)  "The  securities  are  subordinated  on  liquidation,  as  to  principal, 
interest  and  premium,  if  any,  to  all  claims  against  the  bank  having 
the  same  or  higher  priority  as  deposits  and  savings  accounts"; 

(c)  "The  securities  are  not  eligible  as  collateral  for  any  loan  by 
(name  of  issuing  bank)";  and 
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(d)  "The  securities  have  not  been  approved  or  disapproved  by  the 

Commissioner  of  Banks,  nor  has  the  Commissioner  passed  upon  the 

accuracy  or  adequacy  of  this  offering  circular.  Any  representation 

to  the  contrary  is  unlawful.";  « 

(2)  the  name,  address,  principal  place  of  business  and  telephone  number  of       ™ 
the  issuing  bank; 

(3)  the  amount  and  title  of  the  securities  being  offered; 

(4)  the  offering  price  and  proceeds  to  the  bank  on  an  aggregate  basis; 

(5)  the  plan  and  cost  of  distribution; 

(6)  the  reason  for  the  offering  and  the  purposes  for  which  the  proceeds 
are  to  be  used; 

(7)  a  brief  description  of  the  material  risks,  if  any,  involved  1n  the 
purchase  of  the  securities; 

(8)  a  description  of  the  present  and  proposed  business  operations  of  the 
bank  and  its  capital  structure; 

(9)  the  principal  officers  and  directors  or  trustees  of  the  bank  and,  for 
stock  corporations,  the  principal  stock  holders  and  the  amount  of  stock 
owned  by  each; 

(10)  the  remuneration  and  interest  in  recent  or  proposed  transactions  of 
management  and,  for  stock  corporations,  the  principal  stock  holders  and 
their  associates; 

(11)  a  brief  description  of  any  material  pending  legal  proceedings; 

(12)  a  summary  of  any  material  terms  and  restrictions  applicable  to  the 
securities;  and 

(13)  the  following  financial  statements,  including  notes  to  such 
statements: 

(a)  balance  sheets  as  of  the  two  preceding  fiscal  year-ends  and  of 
the  latest  quarterly  interim  for  the  period  that  ends  not  later  than 
90  days  from  the  date  of  the  offering  circular;  and, 

(b)  statements  of  income  for  the  preceding  two  fiscal  years  and  for         (  J 
the  most  recent  quarter  that  ends  not  later  than  90  days  from  the 

date  of  the  offering  circular. 

Requirements  Applicable  To  The  Form  Of  Certificate 

Each  certificate  evidencing  subordinated  debt  by  a  bank  shall: 

(1)  bear  on  its  face,  in  bold-face  type,  "This  security  1s  a 
subordinated,  unsecured  obligation  of  the  bank.  It  1s  not  a  savings 
account  or  savings  deposit  and  it  is  not  insured  by  (name  of  primary 
Insurer  and,  if  applicable,  of  excess  insurer).  It  is  not  eligible 
as  collateral  for  any  loan  by  the  issuing  bank"; 

(2)  be  in  a  minimum  denomination  of  $1,000;  and 

(3)  not  be  issued  for  a  period  to  maturity  of  less  than  7  years. 

Applicability  Towards  Regulatory  Capital 

Neither  existing  statute  nor  this  directive  limits  the  total  amount  of 
debt  securities  which  may  be  issued  by  a  state-chartered  bank.  However,  this 
Division  will  include  in  the  calculation  of  its  regulatory  capital 
requirements  that  amount  of  such  debt  securities  issued  in  accordance  with 
this  directive,  which  in  the  aggregate  does  not  exceed  fifty  per  cent  of  the 
capital  stock,  surplus  account  and  undivided  earnings  for  a  stock  corporation 
or  fifty  per  cent  of  the  surplus  account  for  a  mutual  thrift  Institution.  . 
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Reference  No.  27-1 
Effective:  October  13,  1986 


Adjustable  Rate  Personal  Loans 
(Credit  Unions) 


AUTHORITY 


MEMORANDUM  ON  ADJUSTABLE  RATE  PERSONAL  LOANS 

Paragraph  6  of  Subdivision  A  of  Section  24  of  Chapter  171 
of  the  Massachusetts  General  Laws  authorizes 
state-chartered  credit  unions  to  make  adjustable  rate 
personal  (also  referred  to  herein  as  ARP)  loans.  The  law 
also  authorizes  the  Commissioner  of  Banks  to  impose 
conditions  and  restrictions  on  these  loans.  Pursuant  to 
this  authority,  the  Commissioner  herein  establishes 
conditions  and  restrictions  governing  adjustable  rate 
personal  loans. 

This  Administrative  Bulletin  is  effective  October  13,  1986 
and  applies  to  adjustable  rate  personal  loans  for  which 
applications  are  received  on  or  after  that  date. 


DESCRIPTION 


An  adjustable  rate  personal  loan 
the  payment,  the  term,  or  the  pri 
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f 


Reference  No.  27-1 


1.00  ADJUSTABLE  RATE  PERSONAL  LOAN  PRICE  STRUCTURE 

1.01  General  Description.  All  adjustable  rate  personal  loan 
prices,  or  interest  rates,  must  be  based  on  the  sum  of  the 
value  of  a  specific  index  at  a  particular  point  in  time 
plus  a  margin.  The  credit  union  may  select  the  point  in 
time  during  the  application  process  that  the  index  is 
fixed  and  the  initial  interest  rate  of  the  loan  is  set  or 
may  allow  the  borrower  to  do  so.  The  term  "application 
process"  includes  the  time  between  the  submission  of  a 
completed  loan  application  and  payout  of  the  proceeds. 
The  margin  selected  may  be  a  positive  number,  a  negative 
number,  or  zero. 

1.02  Index.  A  credit  union  may  use  as  an  interest  rate  index 
any  regional  or  national  measure  of  market  rates  of 
interest.  The  index  used  may  be  either  a  single  value  as 
of  a  particular  date  or  a  moving  average  of  a  particular 
measure  of  rate  change  over  a  particular  period  of  time. 
In  either  case,  the  index  selected  must  be  readily 
available  to  and  verifiable  by  the  borrower  and  beyond  the 
control  of  the  credit  union. 

In  selecting  an  index  for  a  particular  adjustable  rate 
personal  loan  product,  the  credit  union  will  identify  the 
name  of  the  index  and  the  name  of  the  publication  where  it 
can  be  found  in  the  note.  The  term  "most  recently 
available  index"  will  mean  that  value  most  recently 
published  in  the  designated  publication  prior  to  the  rate 
setting  or  rate  adjustment  time. 

1.03  Margin.  A  credit  union  may  choose  any  number  of 
percentage  points  to  add  to  the  index  value  as  a  margin  at 
the  time  the  adjustable  rate  personal  loan  product  is 
designed.  The  chosen  margin  is  integral  both  to  the 
structure  of  the  ARP  loan  product  design  and  any  one  loan 
and  must  remain  constant. 

1.04  Amortization  Requirements.  The  loan  may  be  fully 
amortized,  partially  amortized,  or  non-amortized  as 
allowed  by  Subdivision  A  of  Section  24  of  Chapter  171  of 
the  Massachusetts  General  Laws. 
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1.05  Introductory  Discounts.  A  credit  union  may  offer  an  ARP 
loan  where  the  initial  interest  rate  on  the  loan  is  less 
than  the  sum  of  the  most  recently  available  index  value 
plus  the  margin,  but  only  when  no  cash  payment  has  been 
made  to  reduce  the  interest  rate.  In  that  case,  the 
initial  rate  is  determined  to  be  an  "introductory 
discount"  and  must  be  referred  to  as  such  in  all 
advertising  and  promotional  materials  along  with 
information  about  the  regular  price  of  the  loan  and 
information  regarding  the  term.  In  no  case  may  the  amount 
of  interest  discounted  at  origination  be  carried  over  or 
deferred  to  a  future  adjustment. 

2.00  ADJUSTABLE  RATE  PERSONAL  LOAN  OPTIONS 

2.01  General  Description.  The  ARP  price  structure  (the  most 
recently  available  index  value  plus  the  margin)  may  be 
modified  either  at  origination  or  at  the  time  of  rate 
adjustment  according  to  rules  and  procedures  specified  by 
any  of  the  following  permissable  loan  options  if  included 
in  the  note  at  origination. 

2.02  Rate  Caps.  A  credit  union  may  choose  to  limit  the  amount 
that  the  interest  rate  on  an  adjustable  rate  personal  loan 
product  may  change  at  each  adjustment  and/or  over  the  life 
of  the  loan.  The  caps  may  be  applied  to  either  the  base 
interest  rate  or  the  introductory  rate,  but  the  chosen 
method  and  maximum  capped  rate  must  be  clearly  identified 
in  the  note.  Each  payment  adjustment  should  be  considered 
separately  from  every  other  adjustment  and  should  be 
independently  calculated  as  required  in  Section  (3.03A) 
before  being  modified  by  the  periodic  rate  cap. 

2.03  Payment  Caps.  Increases  in  the  monthly  loan  payment  that 
are  indicated  by  increases  in  the  interest  rate  of  the 
loan  may  be  limited  by  per  adjustment  payment  caps.  If 
negative  amortization  results,  the  loan  balance  may 
increase  by  that  same  amount  up  to  the  maximum 
loan-to-value  limitations  permitted  by  law.  As  an 
alternative  to  negative  amortization,  the  term  of  the  loan 
may  be  extended  up  to  the  maximum  term  allowed  by  law. 

2.04  Convertibility.  An  adjustable  rate  personal  loan  may 
include  a  provision  allowing  the  borrower  to  elect  to 
convert  the  ARP  loan  from  an  adjustable  rate  to  a  fixed 
rate  loan.  No  fees  may  be  charged  for  exercising  a  loan 
conversion  option. 


( 
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3.00  INTEREST  RATE  ADJUSTMENT:  CALCULATION  AND  NOTIFICATION 

3.01  General  Requirement.  Any  change  made  in  the  interest  rate 
on  an  ARP  loan  over  the  life  of  the  loan  must  be  directly 
attributable  to  the  movement  of  the  index  in  accordance 
with  a  formula  specified  in  the  original  note.  The 
exception  is  discussed  in  Section  (4.02).  No  fees  may  be 
charged  in  connection  with  an  adjustment. 

3.02  Adjustment  Interval .  The  minimum  adjustment  interval 
permitted  by  statute  is  six  months.  All  adjustment 
intervals  should  be  of  equal  length,  except  that  the  first 
adjustment  interval  may  be  of  unequal  length  if  necessary 
to  establish  a  master  adjustment  schedule. 

3.03  Adjustment  Calculation.  The  adjustment  calculation  must 
be  based  on  the  most  recently  available  index  as  defined 
in  Section  (1.02)  of  these  guidelines.  The  adjustment 
calculation  should  include  the  following: 

A.  New  Index  Value  +  Margin  =  New  Base  Rate. 

B.  The  new  base  rate  calculated  in  (A.)  above  should  be 
modified  if  required  by  any  selected  loan  options  as 

4*  discussed  in  Section  (2.00). 

C.  Adjustments  made  to  the  payment,  loan  balance,  or  term 
due  to  the  rate  change  as  provided  for  in  the  loan  design 
and  loan  documents  should  be  calculated.  If  negative 
amortization  will  result,  the  principal  balance  at  the 
time  of  the  next  scheduled  adjustment  will  be  included  in 
the  notice  required  in  Section  (3.04). 

All  rounding  must  be  to  the  nearest  one-eighth  percent  at 
the  conclusion  of  the  adjustment  calculation.  No  minimum 
index  movement  may  be  required  to  justify  a  rate 
adjustment  calculation.  Rate  increases  are  optional; 
rate  decreases  are  mandatory,  within  limits  permitted  by 
applicable  rate  caps. 

3.04  Timing  and  Notice  of  Adjustment.  The  Adjustment 
Calculation  shall  be  based  on  the  most  recently  available 
index  on  a  fixed  number  of  days,  at  least  30  but  not  more 
than  60  days,  prior  to  the  interest  rate  change  date.  The 
number  of  days  selected  shall  be  included  in  the  loan 
note.  A  written  notice  shall  be  mailed  to  the  borrower 
prior  to  the  scheduled  adjustment  and  shall  include  all  of 
the  details  of  the  adjustment  calculation  required  in 
Section  (3.03)  including  actual  mathematical  calculations. 
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3.05  Index  Replacement.  If  the  selected  index  ceases  to  be 

available  during  the  life  of  the  loan,  another  index  of  ^ 

approximately  the  same  volatility  shall  be  selected  by  the 

credit  union.  In  these  cases  the  margin  specified  in  the 

loan  documents  will  be  rendered  inapplicable,  and  the 

value  of  the  substitute  index  at  the  time  the  loan  was 

originated  will  be  identified  and  subtracted  from  the  base 

interest  rate  to  calculate  the  replacement  margin.  The 

index  and  the  replacement  margin  will  be  used  in 

calculating  subsequent  interest  rate  adjustments.  All 

originally  selected  loan  options  shall  remain  in  effect. 

4.00  PAYMENT  ADJUSTMENT:  CALCULATION  AND  NOTIFICATION 

4.01  Connected  with  Rate  Change.  Payment  adjustments  which  are 
directly  attributable  to  rate  changes  shall  be  made  in 
accordance  with  the  procedures  set  out  in  Section  (3.00). 

4.02  Connected  with  Amortization  Requirements.  Payment 
adjustments  made  necessary  either  to  meet  requirements  to 
fully  amortize  a  loan  after  a  certain  period  of  time  or 
because  the  limitations  on  negative  amortization  provided 
for  in  Section  (2.03)  have  been  reached,  may  take  place 
with  at  least  30  days  notice  to  the  borrower.  Such 
notification  shall  be  in  writing  and  shall  contain  a  full 
explanation  of  the  circumstances  that  have  led  to  the 
payment  change  and  how  long  that  payment  will  be  in  effect. 

5.00  PRODUCT  DESIGN  AND  APPLICATION  PROCESSING 

5.01  Designing  an  ARP  Loan  Product.  Any  unique  combination  of 
the  elements  of  an  adjustable  rate  personal  loan  discussed 
in  Sections  (1.00),  (2.00),  and  (3.00)  constitutes  a 
singular  loan  product.  Once  selected,  all  of  these 
elements  are  fixed.  Each  separate  loan  product  must  then 
be  separately  identified  by  name  or  number.  The  loan 
application  and  the  note  shall  include  this  identifi- 
cation. If  any  element  of  the  loan  product  changes,  the 
result  is  a  different  loan  product  which  must  have  its  own 
name  or  number. 

The  actual  numeric  interest  rate  on  the  loan  is  not  one  of 
the  elements  that  is  fixed  at  the  time  of  product  design. 
Rather,  the  method  by  which  the  interest  rate  will  be 
established  and  the  time  which  the  actual  interest  rate 
will  be  determined  is  the  product  design  element  that  must 
remain  constant. 

5.02  ARP  Application  Processing.  For  the  purpose  of 
establishing  exactly  which  loan  product  the  consumer  is 
applying  for,  all  application  forms  for  adjustable  rate 
personal  loans  shall  have  spaces  provided  for  the 
identification  of  the  specific  loan  product  being 
requested.  Credit  unions  may  establish  their  own 
requirements  for  what  constitutes  a  completed  application 

under  these  guidelines. 
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Credit  Unions 

Chapter  171,  Section  15 


Fidelity  Bond  Coverage  Requirements 
for  State-Chartered  Credit  Unions 


The  Commissioner  of  Banks  is  charged  with  determining  the  minimum 
acceptable  fidelity  surety  bond  coverage  for  certain  officers,  directors  and 
employees  of  state-chartered  credit  unions  pursuant  to  Massachusetts  General 
Laws,  Chapter  171,  section  15.  Regulatory  requirements  relative  to  minimum 
bond  coverage  for  such  credit  union  officers  have  remained  constant  for  the 
past  several  years.  A  change  in  the  amount  of  acceptable  minimum  fidelity 
bond  coverage  for  credit  union  officers,  directors  and  employees,  however,  is 
warranted  at  the  present  time. 

Therefore,  pursuant  to  Massachusetts  General  Laws,  Chapter  171,  section 
15,  the  following  minimum  fidelity  bond  requirements  shall  be  in  effect,  as  of 
October  1,  1988,  for  all  state-chartered  credit  unions: 


Assets 

$1  to  $  25,000 

$25,001  to  $100,000 

$100,001  to  $300,000 

$300,001  to  $500,000 

$500,001  to  $1,000,000 

$1,000,001  to  $50,000,000 


$50,000,001  to  $295,000,000 


Over  $295,000,000 


Minimum  Bond 

$10,000 
$25,000 
$50,000 
$75,000 
$100,000 

$100,000  plus  $50,000  for  each 
million  or  fraction  thereof 
over  $1,000,000 
$2,550,000  plus  $10,000  for  each 
mill  ion  or  fraction 
thereof  over  $50,000,000 
$5,000,000 


State-chartered  credit  unions  shall  only  obtain  fidelity  bond  coverage 
from  companies  approved  by  the  Commissioner  of  Banks.  Such  fidelity  bond 
coverage  shall  also  be  on  standard  forms  approved  by  the  Commissioner.  The 
Division  recommends,  but  does  not  require,  faithful  performance  coverage  for 
all  directors,  officers  and  employees.  Additional  bond  coverage  should  also 
be  obtained  by  a  credit  union  if  its  Board  of  Directors,  upon  an  annual 
review,  determine  that  such  additional  protection  is  required  by  conditions 
peculiar  to  the  credit  union. 


> 


The  Commissioner's  prior  written  approval  must  be  obtained  for  any 
reduction  in  fidelity  bond  coverage. 
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Credit  Unions 

Chapter  171,  Section  15 


Notice  of  Fidelity  Bond 
Coverage  Termination 


AUTHORITY 


This  directive  is  issued  under  the  authority  of  General 
Laws  chapter  171,  section  15. 


APPLICABILITY 
AND  SCOPE 


*> 


This  Administrative  Bulletin  supplements  the  general 
fidelity  bond  requirements  for  state-chartered  credit 
unions  found  in  Administrative  Bulletin  28-1.  It 
specifically  governs  the  manner  in  which  the  Division  of 
Banks  shall  be  notified  of  the  cancellation  or 
termination  of  a  state-chartered  credit  union's  fidelity 
bond  coverage  by  its  surety  company. 


NOTIFICATION 
REQUIREMENTS 


Effective  October  1,  1990,  all  fidelity  bonds  must 
include  a  provision,  in  a  form  approved  by  the 
Commissioner  of  Banks,  requiring  written  notification  by 
the  surety  company  to  the  Division  of  Banks:   (1)  when 
the  bond  of  a  credit  union  is  terminated  in  its  entirety; 
or  (2)  when  bond  coverage  is  terminated,  by  issuance  of  a 
written  notice,  on  an  employee,  director,  officer,  audit 
or  credit  committee  member.  Said  notification  shall  be 
sent  to  the  Division  and  shall  include  a  brief  statement 
of  the  cause  for  termination. 
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All  Banks 

Chapter  167,  Section  7 
Chapter  167,  Section  13 
Chapter  168,  Section  26 
Chapter  170,  Section  18 
Chapter  172,  Section  22 


AUTHORITY 


APPLICABILITY 
AND  SCOPE 


i 


Directive  Governing  the 
Filing  of  Annual  Call 
Reports  by  State-Chartered 
Financial  Institutions 

This  directive  is  issued  by  the  Commissioner  of  Banks  under 
the  authority  of  Massachusetts  General  Laws,  Chapter  167, 
section  7;  General  Laws,  Chapter  167,  section  13; 
Massachusetts  General  Laws,  Chapter  168,  section  26; 
Massachusetts  General  Laws,  Chapter  170,  section  18  and 
Massachusetts  General  Laws,  Chapter  172,  section  22. 

The  terms  and  conditions  of  this  Administrative  Bulletin 
govern  the  making  of  "call  reports",  the  statements,  returns, 
and  reports  to  the  Commissioner  of  Banks  under  the  aoove  cited 
statutory  authorities,  by  state-chartered  savings  banks, 
co-operative  banks  and  trust  companies.  This  directive, 
however,  does  not  govern  similar  reports  filed  by 
state-chartered  credit  unions. 

The  information  and  data  contained  in  call  reports  are  used, 
among  other  things,  to  prepare  the  Commissioner  of  Banks' 
Annual  Reports  to  the  General  Court  as  mandated  by  General 
Laws,  Chapter  167,  section  13.  This  information  is  also 
utilized  by  the  Division  of  Banks  and  the  public  for  general 
research  and  statistical  purposes. 

The  purpose  of  this  Directive  is  to  reduce  the  amount  of 
information  currently  required  to  be  submitted  by  financial 
institutions.  The  goal  is  to  eliminate  duplicate  filings 
resulting  from  the  recent  insurance  of  all  state-chartered 
financial  institution's  deposits  by  federal  deposit  insurance 
agencies. 

This  directive  shall  govern  the  filing  of  Annual  Call  Reports 
for  the  period  ending  December  31,  1988  and  all  other 
subsequent  years. 


CALL  REPORT 
REQUIREMENTS 


I.   Two  (2)  sets  of  the  following  information,  statements  and 

reports  shall  be  submitted  to  the  Commissioner  of  Banks  on  or 
before  February  1,  of  each  year,  covering  the  year  ending  the 
preceding  December  31,  by  all  state-chartered  savings  banks, 
co-operative  banks  and  trust  companies: 

A.   A  certified  copy  of  the  Consolidated  Reports  of 
Income  and  Condition  filed  by  the  financial 
institution  with  its  federal  deposit  insurer  for  the 
period  ending  at  the  close  of  business,  December  31 
of  each  year; 

3.   A  report,  on  forms  supplied  by  the  Division  of 
Banks,  containing  the  following  information; 

(1)  The  locations  of  the  institution's  main 
offices  and  branches, 

(2)  The  names  of  the  institution's  operating 
officers,  and 

(3)  The  names  of  the  institution's  trustees  or 
directors,  as  the  case  may  be; 

C.  If  applicable,  a  statement,  on  forms  supplied  by  the 
Division  of  Banks,  on  the  condition  of  the  trust 
department  of  an  institution; 

D.  If  applicable,  a  statement,  on  forms  supplied  by  the 
Division  of  Banks,  on  the  activities  of  the 
institution's  subsidiaries; 

E.  A  report,  on  forms  supplied  by  the  Division  of 
Banks,  on  extensions  of  credit  to  all  officers, 
trustees,  corporators,  or  directors  or  certain 
individuals,  by  savings  banks,  under  General  Laws, 
Chapter  168,  section  20;  co-operative  banks  under 
General  Laws,  Chapter  170,  section  19;  or  trust 
companies  under  General  Laws,  Chapter  172,  section 
13;  and, 

F.  Any  such  other  information  or  data  the  Commissioner 
of  Banks  may  require  from  time  to  time. 
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II.  All  reports  under  section  I  shall  be  signed  and  certified 
under  oath  by  the  institution's  president,  treasurer  and  a 
majority  of  its  Audit  or  Finance  Committee  or  as  otherwise 
directed. 


PENALTIES 


Failure  or  neglect  to  make  or  prepare  any  report  required  by  this 
Directive  may  result  in  the  imposition  of  penalties  under  General  Laws, 
Chapter  167,  section  7  or  other  provisions  of  law. 
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ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COmiSSIOMER  OF  BANKS 
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December  11,    1989 


AUTHORITY 


v) 


APPLICABILITY 
AND  SCOPE 


All  Banks  and  Credit  Unions 

Chapter  167,  Section  7 

Chapter  167,  Section  13 

Chapter  167,  Section  14 


Filing  of  Annual  Call  Reports 
By  State-Chartered 
Financial  Institutions 
On  Their  Activities  Under 
the  Community  Reinvestment  Act 
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This  directive  is  issued  by  the  Commissioner  of  Banks  underTvVLw 
the  authority  of  Massachusetts  General  Laws,  chapter  167,  **v^  "'vv 
section  7;  Massachusetts  General  Laws,  chapter  167,  section   Q/3^ 
13;  and,  Massachusetts  General  Laws  chapter  167,  section  14. 
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The  terms  and  conditions  of  this  Administrative  Bulletin 
further  govern  the  making  of  "call  reports",  the  statements, 
returns,  and  reports  to  the  Commissioner  of  Banks  under  the 
above  cited  statutory  authorities,  by  state-chartered  savings 
banks,  co-operative  banks,  trust  companies  and  credit  unions. 

The  information  and  data  contained  in  the  Community 
Reinvestment  Act  (CRA)  call  reports  will  be  used,  among  other 
things,  to  prepare  the  Commissioner  of  Bank's  Annual  Report  to 
the  General  Court,  as  mandated  by  General  Laws  chapter  167, 
section  13.  This  information  will  be  utilized  by  the  Division 
of  Banks  to  monitor  compliance  with  the  Community  Reinvestment 
Act  on  both  an  individual  and  industry-wide  basis.  The 
Commissioner's  Annual  Report  and  the  individual  institutions' 
reports  will  also  be  available  to  the  public  for  general 
research  and  informational  purposes. 

This  directive  shall  govern  the  filing  of  Annual  CRA  Call 
Reports  for  the  period  ending  December  31,  1989  and  all  other 
subsequent  years. 
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ANNUAL  CRA 
CALL  REPORT 
REQUIREMENTS 


I.  On  or  before  February  1,  of  each  year,  all 
state-chartered  savings  banks,  co-operative  banks,  trust 
companies  and  credit  unions  shall  submit  two  (2)  copies  of  a 
report,  on  forms  prescribed  by  the  Division  of  Banks, 
containing  specified  information  and  materials  on  the 
institution's  record  of  performance  in  ascertaining  and 
meeting  the  credit  needs  of  its  local  communities,  including 
low  and  moderate  income  neighborhoods,  during  the  preceding 
year  ending  December  31. 

II.  All  reports  required  under  section  I  shall  be  signed  by 
the  institution's  president  or  chief  executive  officer  or  as 
otherwise  directed. 


PENALTIES 


Failure  or  neglect  to  make  or  prepare  any  report  required  by 
this  Administrative  Bulletin  may  result  in  the  imposition  of 
penalties  under  Massachusetts  General  Laws,  chapter  167, 
section  7  or  other  provisions  of  law. 
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Credit  Unions 
Chapter  167,  Section  7 
Chapter  167,  Section  13 
Chapter  171 ,  Section  26 


Directive  Governing  the 

Filing  of  Annual  and  Semi-Annual 

Reports  by  State-Chartered  Credit  Unions 

This  directive  is  issued  by  the  Commissioner  of  Banks  under 
the  authority  of  Massachusetts  General  Laws,  Chapter  167, 
section  7;  General  Laws,  Chapter  167,  section  13;  and  Chapter 
171 ,  section  26. 

The  terms  and  conditions  of  this  Administrative  Bulletin 
govern  the  making  of  the  statements,  returns,  and  reports  to 
the  Commissioner  of  Banks  under  the  above  cited  statutory 
authorities,  by  state-chartered  credit  unions.  This 
directive,  however,  does  not  govern  similar  reports  filed  by 
other  state-chartered  financial  institutions.  (See 
Administrative  Bulletin  29-1). 

The  information  and  data  contained  in  such  reports  are  used, 
among  other  things,  to  prepare  the  Commissioner  of  Banks' 
Annual  Report  to  the  General  Court  as  mandated  by  General 
Laws,  Chapter  167,  section  13.  This  information  is  also 
utilized  by  the  Division  of  Banks  and  the  public  for  general 
research  and  statistical  purposes. 

The  purpose  of  this  Directive  is  to  increase  the  frequency 
by  which  credit  unions  submit  financial  information  to  the 
Commissioner.  Another  goal  is  to  eliminate  duplicate  filings 
resulting  from  the  ongoing  process  by  which  all  credit  unions' 
shares  will  be  insured  by  a  federal  share  insurance  agency. 


This  directive  shall  govern  the  filing  of  Annual  and 
Semi -Annual  Reports  for  the  period  ending  December  31 
and  all  other  subsequent  years. 

0V25199J 

' ">•';  o!  tessacnuselts 

i-positoiy  Cop 


1991 


ANNUAL  AND  SEMI-ANNUAL 
REPORT  REQUIREMENTS 

I.  Two  (2)  sets  of  the  following  information,  statements  and  reports 
shall  be  submitted  to  the  Commissioner  of  Banks  no  later  than  30 
days  after  June  30  and  December  31  of  each  year. 

A.  (1)  A  certified  copy  of  the  Consolidated  Reports  of  Income  and 

Condition  filed  by  the  credit  union  with  its  federal  share 
insurer  (NCUA  Form  5300);  or, 

(2)  A  completed  NCUA  Form  5300  supplied  by  the  Commissioner  of 
Banks,  if  the  credit  union's  shares  are  not  federally 
insured. 

B.  A  report,  on  forms  supplied  by  the  Division  of  Banks, 
containing  the  following: 

(1)  The  locations  of  the  institution's  main  office  and 
branches, 

(2)  The  names  of  the  institution's  operating  officers, 
and 

(3)  The  names  of  the  institution's  directors. 

C.  A  report,  on  forms  supplied  by  the  Division  of  Banks,  on 
extensions  of  credit  to  all  officers,  or  directors  or 
certain  individuals,  by  credit  unions  as  required  by  General 
Laws,  Chapter  171,  section  26. 

D.  Any  such  other  information  or  data  the  Commissioner  of  Banks 
may  require  from  time  to  time. 

II.  All  reports  under  section  I  shall  be  signed  and  certified 
under  oath  by  the  credit  union's  president,  treasurer  and  a 
majority  of  its  Auditing  Committee. 

PENALTIES 

Failure  or  neglect  to  make  or  prepare  any  report  required  by  this 
Directive  may  result  in  the  imposition  of  penalties  under  General  Laws, 
Chapter  167,  section  7  or  other  provisions  of  law. 
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Reference  No.  30-1  All  State  and 

June  1,  1989  Federally  Chartered 

Banks  and  Credit  Unions 

FAIR  ADVERTISING  GUIDELINES  FOR  SHORT-TERM  CERTIFICATES  OF 
DEPOSIT  AND  MONEY  MARKET  ACCOUNTS 

0.0  INTRODUCTION 

1.0  PURPOSE 

2.0  GENERAL  REQUIREMENTS 

3.0  PRINT  ADVERTISING 

4.0  DISCLOSURE  OF  ASSUMPTIONS 

5.0  TELEVISION  AND  RADIO  ADVERTISING 

6.0  IN-BANK  RATEBOARDS 

0.0   INTRODUCTION 

0.1  These  voluntary  guidelines  are  the  final  product  of  the  Bank  Advertising 
Working  Group  formed  by  the  Executive  Office  of  Consumer  Affairs  and  Business 
Regulation  in  February,  1989.  The  Working  Group  was  composed  of  representatives 
from  the  banking  industry  and  regulatory  officials.  Participants  included  the 
Executive  Office  of  Consumer  Affairs  and  Business  Regulation,  the  Division  of 
Banks,  the  Massachusetts  Bankers  Association,  the  Massachusetts  League  of  Community 
Banks,  the  Credit  Union  League  of  Massachusetts,  the  Massachusetts  Credit  Union 
Association  and  the  Mew  England  League  of  Savings  Banks.  • 

1.0  PURPOSE 

1.1  The  purpose  of  these  guidelines  is  to  suggest  an  approach  to  advertising 
money  market  accounts  and  certificates  of  deposit  of  less  than  one  year  in  length 
so  that  the  consumer  is  fully  informed  about  the  actual  rate  of  interest  an  account 
pays,  the  compounding  method  used  if  any,  and  the  assumptions  underlying  any 
effective  annual  yield  which  may  be  quoted.  Use  of  an  effective  annual  yield  in 
conjunction  with  a  simple  interest  account,  or  any  other  account  under  a  year  in 
length,  has  a  tendency  to  mislead  consumers  unless  full  disclosure  is  made.  The 
effect  of  these  guidelines  will  be  to  deemphasize  the  effective  annual  yield  in 
relation  to  the  annual  rate  in  advertising. 

2.0  GENERAL  REQUIREMENTS 

2.1  These  guidelines  apply  to  all  advertising  in  whatever  form  and  in  whatever 
medium  for  certificates  of  deposit  or  similar  instruments  of  less  than  one  year  in 
length  and  for  money  market  accounts,  whether  such  accounts  pay  simple  or  compound 
interest. 


2.2  In  advertising  all  such  accounts,  use  of  an  effective  annual  yield  is 
optional,  unless  required  by  law  in  a  particular  case.  In  all  cases,  rates  and 
yields  in  advertisements  should  be  labeled  with  the  terms,  "annual  rate"  and 
"effective  annual  yield,"  respectively. 

3.0  PRINT  ADVERTISING 

3.1  If  an  effective  annual  yield  is  used,  it  may  be  no  larger  in  type  size  than 
twice  the  size  of  the  typeface  used  to  disclose  the  assumptions  upon  which  the 
yield  is  based.  For  purposes  of  determining  whether  one  type  face  is  twice  the 
size  of  another,  comparison  must  be  made  between  the  height  of  a  typical  upper 
case  letter  in  the  disclosure  and  the  height  of  the  dominant  number  in  the  yield. 

3.2  If  an  effective  annual  yield  is  used,  it  must  be  displayed  in  smaller  type 
than  the  annual  rate,  so  that  attention  will  be  drawn  to  the  rate  and  not  to  the 
yield. 

3.3  If  an  effective  annual  yield  is  used,  all  material  assumptions  underlying  it, 
including  but  not  limited  to  those  listed  in  4.2,  must  be  fully  disclosed.  The 
yield  must  be  either  integrated  into  the  body  of  the  disclosure,  or  the  disclosure 
must  be  placed  next  to  each  appearance  of  the  yield.  Footnote-type  disclosures 
with  the  yield  appearing  elsewhere  in  the  advertisement  are  not  acceptable. 

3.4  If  an  account  pays  only  simple  interest  during  its  term,  the  phrase  "simple 
interest"  should  be  placed  clearly  and  conspicuously  next  to  the  annual  rate. 

3.5  The  guidelines  apply  to  each  advertised  account  individually,  including  to 
each  account  in  a  multiple  account  advertisement.  In  the  case  of  multiple  account 
ads  for  2  or  more  accounts  covered  by  these  guidelines,  and  where  the  disclosure 
for  each  account  is  identical,  then  the  assumptions  need  only  be  disclosed  next  to 
one  of  the  affected  accounts.  Where  the  disclosure  is  not  printed  adjacent  to  a 
yield,  appropriate  reference  to  the  assumptions  should  be  made  by  asterisk  or 
otherwise  from  each  yield. 

4.0  DISCLOSURE  OF  ASSUMPTIONS 

4.1  The  disclosure  of  the  underlying  assumptions  upon  which  the  effective  annual 
yield  is  based  should  contain  all  the  material  factors  used  in  determining  that 
yield. 

4.2  Depending  on  the  particular  account,  such  factors  should  include: 

a.  Whether  the  account  pays  simple  or  compound  interest  during  the  term; 

b.  The  frequency  of  any  compounding  during  the  term; 

c.  That  the  yield  assumes  rolling  over  the  account; 

d.  The  fact  that  the  advertised  interest  rate  is  not  guaranteed  to  be 
available  at  the  time  of  each  rollover; 

e.  That  the  yield  assumes  that  the  funds  remain  on  deposit  for  one  year; 

f.  How  often  the  rate  is  adjusted  as  in  the  case  of  a  money  market 
account,  and  that  the  same  rate  is  not  guaranteed  to  continue  to  be 
available; 

g.  Any  other  restrictions  or  assumptions  pertaining  to  the  yield,  e.g.,  a 
savings  account  must  be  maintained  in  order  to  receive  compound 
interest  on  the  CD. 


4.3  The  disclosure  should  be  a  single  disclosure  of  uniform  typeface,  except 
insofar  as  a  variance  is  allowed  for  the  yield  under  guideline  3.1. 

5.0  TELEVISION  AND  RADIO  ADVERTISING 

5.1  All  the  above  rules  apply  to  television  advertising,  and  to  radio  advertising 
with  respect  to  disclosure  content,  in  addition  to  the  guidelines  below. 

5.2  If  an  effective  annual  yield  is  shown  on  the  screen,  it  must  be  juxtaposed 
next  to  the  assumptions,  and  the  assumptions  must  be  orally  stated. 

5.3  The  typeface  for  any  required  disclosure  must  be  clearly  legible,  and  held  on 
the  screen  long  enough  to  be  read. 

5.4  If  the  yield  is  only  stated  orally,  the  assumptions  must  also  be  stated 
orally  at  the  time  of  stating  the  yield.  Disclosure  on  the  screen  in  addition  to 
the  oral  statement  is  optional. 

6.0  IN-BANK  RATEBOARDS 

6.1  If  an  account  covered  by  these  guidelines  pays  simple  and  not  compound 
interest  during  its  term,  and  is  displayed  on  an  in-bank  rateboard,  the  phrase 
"simple  interest"  must  be  prominently  displayed  where  the  account  is  listed  on  the 
board. 

6.2  If  an  effective  annual  yield  is  displayed  on  an  in-bank  rateboard  for 
accounts  covered  by  these  guidelines: 

a.  The  yield  number  may  be  no  larger  than  the  annual  rate;  and  either: 

b.  The  material  assumptions  underlying  the  yield  must  be  stated  in  easily 
readable  type-size  on  the  rateboard  and  be  placed  either  next  to  the 
yield,  or  in  a  clearly  referenced  footnote  to  the  yield;  or 

c.  Language  such  as  "assumptions  apply,  ask  for  details"  in  easily 
readable  type-size  must  be  placed  either  next  to  the  yield  or  in  a 
clearly  referenced  footnote  to  the  yield. 
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Directive  Governing  the  Use  of 
State  Certified  or  Licensed  Appraisers 
by  Non-Federal ly  Insured  Credit  Unions 

Authority     This  Directive  is  promulgated  by  the  Commissioner  of  Banks 

under  the  authority  of  General  Laws  chapter  167,  section  2; 
General  Laws  chapter  167,  section  6;  General  Laws  chapter  171, 
section  17,  and  General  Laws  chapter  171,  section  66. 

Appl icability  This  Administrative  Bulletin  requires  non-federal ly  insured 
and  Scope     credit  unions  to  use  appraisers  who  are  certified  and  licensed 

under  the  provisions  of  General  Laws  chapter  112,  sections  173 
through  195  in  certain  real  estate  transactions.  The  mandatory 
use  of  certified  or  licensed  appraisers  are  in  addition  to  the 
credit  committee  certification  requirements  of  General  Laws 
chapter  171,  section  17  and  section  66. 

Accurate  written  appraisals  are  critical  to  the  safe  and  sound 
underwriting  of  real  estate  loans.  The  use  of  independent 
professional  appraisers  who  adhere  to  uniform  appraisal 
standards  significantly  reduces  the  risk  of  loss  to  credit 
unions  in  real  estate  related  transactions.  Moreover,  the  use 
of  such  appraisers  is  mandatory  for  all  state-chartered 
federally  insured  banks  and  credit  unions  under  the  provisions 
of  Title  XI  of  the  Financial  Institutions  Reform,  Recovery  and 
Enforcement  Act  of  1989,  ("FIRREA")  (Pub.  L.  No.  101  section 
1101-22).  Specific  appraisal  requirements  govern  state 
chartered  banks  whose  deposits  are  insured  by  the  Federal 
Deposit  Insurance  Corporation  ("FDIC")  and  credit  unions  whose 
shares  are  insured  by  the  National  Credit  Union 
Administration's  ("NCUA")  National  Credit  Union  Share  Insurance 
Fund  ("NCUSIF").  They  are  found  in  12  CFR  Part  323  and  12  CFR 
Part  722,  respectively.  Safety  and  soundness  considerations 
and  the  need  for  uniform  appraisal  requirements  for  all 
state-chartered  financial  institutions  dictate  that  similar 
appraisal  requirements  apply  to  credit  unions  whose  shares  are 
insured  by  the  Massachusetts  Credit  Union  Share  Insurance 
Corporation  under  Chapter  294  of  the  Acts  of  1961. 


Appraisal 
Requirements 


Effective  December  31,  1991,  all  non-federal ly  insured 
state-chartered  credit  unions  shall  be  subject  to  the  real 
estate  appraisal  standards  and  requirements  of  12  CFR  Part  722, 
as  may  be  amended  from  time  to  time,  which  is  incorporated  by 
reference  herein.  For  the  purposes  of  this  Administrative 
Bulletin  the  term  "National  Credit  Union  Administration"  as 
used  in  12  CFR  Part  722  shall  mean  the  Commissioner  of  Banks 
and  the  term  "Federally  related  transaction"  shall  also  include 
any  real  estate  transaction  entered  into  after  December  31, 
1991  that  (1)  any  non-federally  insured  credit  union  engages  in 
or  contracts  for;  and  (2)  requires  the  services  of  an  appraiser. 
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Penal  ty 


Any  credit  union  that  fails  to  comply  with  the  terms  and 
conditions  of  this  Administrative  Bulletin  will  be  deemed  to  be 
engaging  in  an  unsafe  and  unsound  practice  which  may  result  in 
the  imposition  of  such  sanctions  or  remedial  measures  under 
General  Laws  chapter  167,  General  Laws  chapter  171,  or 
Chapter  294  of  the  Acts  of  1961,  as  the  Commissioner  may  deem 
appropriate. 
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This  Directive  is  issued  by  the  Commissioner  of  Banks  pursuant 
to  the  authority  of  General  Laws  chapter  167,  section  2. 

This  Administrative  Bulletin  establishes  minimum  capital 
requirements  for  state-chartered  credit  unions.  Capital 
adequacy  is  an  essential  component  in  determining  the  safety 
and  soundness  of  a  credit  union.  The  following  minimum 
capital  standards  shall  become  effective  January  1,  1993. 

The  following  words  shall,  unless  the  context  otherwise 
requires,  have  the  following  meanings: - 

Consists  of  a  credit  union's  surplus  and  undivided 
earnings,  as  well  as  the  "regular  reserve"  mandated  by  12 
U.S.C.  section  1762  and  12  CFR  section  702.2,  if  the  credit 
union's  shares  are  federally-insured.  Capital  does  not 
include:   (a)  Loan  loss  reserves;  (b)  investment 
reserves;  or,  (c)  assets  classified  as  loss  during  an 
examination  conducted  under  General  Laws  Chapter  167, 
section  2,  to  the  extent  they  are  not  reserved  for  in 
clauses  (a)  and  (b). 


"Commissioner"  The  Commissioner  of  Banks 


& 


Definitions 


"Capital" 


"Credit  Union" 


A  credit  union  as  defined  by  General  Laws  chapter  171, 
section  1  and  subject  to  supervision  and  examination  by  the 
Commissioner. 


Requirements  A.  Minimum  Capital  Standards 


i 


1.  All  credit  unions  shall  maintain  adequate  capital  levels 
as  specified  in  this  Administrative  Bulletin. 

2.  The  minimum  capital  requirement  for  a  fundamentally  sound, 
well  run  credit  union  shall  consist  of  a  capital  to  total 
assets  ratio  of  three  percent  (3%). 


3.  A  higher  minimum  capital  level  may  be  imposed  by  the 

Commissioner  for  those  credit  unions  whose  financial  history, 
gf^  or  condition,  managerial  resources  and/or  the  future  earnings 

prospects  are  not  adequate,  or  where  the  credit  union  has 
sizable  funding  risks,  excessive  interest  rate  risk  exposure, 
or  a  significant  volume  of  assets  classified  substandard, 
doubtful  or  loss. 

B.  Inadequate  Capital  Levels 

1.  A  credit  union  operating  with  less  than  the  minimum  capital 
requirement,  required  by  section  A,  does  not  have  adequate 
capital  and  therefore  has  inadequate  financial  resources. 

2.  Any  credit  union  operating  with  an  inadequate  capital 
structure,  and  therefore  inadequate  financial  resources,  may 
not  receive  approval  for  any  application  requiring  the 
Commissioner's  approval. 

3.  A  credit  union  having  less  than  the  minimum  capital  requirement 
shall,  within  60  days  of  the  date  as  of  which  it  fails  to 
comply  with  the  capital  requirement,  submit  to  the  Commissioner 
for  review  and  approval  a  reasonable  plan  describing  the  means 
and  timing  by  which  the  credit  union  shall  achieve  its  minimum 
capital  requirement. 
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4.  The  Commissioner  in  his  discretion,  may  approve  an  application 
if  he  finds  that  the  applicant  has  committed  to  and  is  in 
compliance  with  a  reasonable  plan  to  meet  its  minimum  leverage 
capital  requirements  within  a  reasonable  period  of  time. 

C.  Unsafe  or  Unsound  Condition 

1.  Any  credit  union  with  a  capital  ratio  to  total  assets  that  is 
less  than  two  percent  [2%)   is  deemed  to  be  operating  in  an 
unsafe  or  unsound  condition  which  may  result  in  the  imposition 
of  remedial  measures  under  section  D. 

2.  A  credit  union  with  a  ratio  of  capital  to  total  assets  of  less 
than  two  percent  (2%)  which  has  entered  into  and  is  in 
compliance  with  a  written  agreement  with  the  Commissioner  to 
increase  its  capital  ratio  to  such  level  as  the  Commissioner 
deems  appropriate  and  to  take  such  other  action  as  may  be 
necessary  for  the  credit  union  to  be  operated  in  a  safe  and 
sound  manner,  will  not  be  subject  to  remedial  measures  under 
section  D  on  account  of  its  capital  ratios. 

3.  A  credit  union  with  a  capital  to  total  assets  ratio  that  is 
equal  to  or  greater  than  two  percent  (2%)   may  be  operating  in 
an  unsafe  or  unsound  condition.  The  Commissioner  is  not 
precluded  from  imposing  remedial  measures  where  a  credit  union 
has  a  capital  to  total  assets  ratio  that  is  equal  to  or  greater 
than  two  percent  (2%). 


D.  Remedial  Measures 

The  Commissioner,  in  his  discretion  may  exercise  his 
authority  under  General  Laws  chapter  167  section  3; 
General  Laws  chapter  167,  section  22,  General  Laws  chapter 
167,  section  26A  and/or  Chapter  294  of  the  Acts  of  1961, 
as  amended,  to  correct  or  resolve  any  credit  union's 
failure  to  comply  with  the  provisions  of  this 
Administrative  Bulletin. 
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The  Commonwealth  of  Massachusetts 
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Reference  No.  33-1  All  Credit  Unions 

September  18,  1991  Chapter  167,  section  6 

Chapter  171,  section  66 

Policy  Statement  on  Residential  Mortgage 
Loan  Underwriting  by  Credit  Unions 

Authority  This  policy  statement  is  issued  by  the  Commissioner  of  Banks  under 
and  Scope  the  authority  of  General  Laws  Chapter  167,  section  6  and  General 

Laws  Chapter  171,  section  66.  The  purpose  of  this  Directive  is  to 
ensure  that  credit  unions  making  residential  mortgage  loans  under 
General  Laws  Chapter  171,  section  65  adhere  to  sound  underwriting 
practices. 

Pol  icy    All  residential  mortgage  loans  made  under  General  Laws  Chapter  171, 
section  65  must  conform  to  comprehensive  written  loan  policies 
previously  approved  and  updated  annually  by  the  credit  union's 
Board  of  Directors.  Such  policies  should,  at  a  minimum,  meet  the 
specific  statutory  requirements  of  General  Laws  Chapter  171, 
section  65  and  section  66. 

A  credit  union's  written  policy  shall  also  contain  the  following: 

a.  Detailed  underwriting  guidelines  consistent  with  the 
requirements  of  the  Federal  National  Mortgage  Association 
("Fannie  Mae"),  the  Federal  Home  Loan  Mortgage  Corporation 
("Freddie  Mac"),  or  another  established  secondary  market 
participant; 

b.  Detailed  loan  processing  guidelines  consistent  with  the 
requirements  of  Fannie  Mae,  Freddie  Mac  or  another  established 
secondary  market  participant; 

c.  Specific  types  of  real  estate  loans  that  will  be  offered; 

d.  The  percentage  of  credit  union  assets  that  will  be  invested  in 
real  estate  loans  by  type.  Such  allocation  shall  be  consistent 
with  prudent  asset/liability  management  principles  and  policies; 
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e.  Procedures  fpr  offering  residential  mortgage  loans  for  sale  in 
the  secondary  mortgage  market; 

f.  Minimum  qualifications  and  experience  of  personnel  involved  in 
granting  and  administering  real  estate  loans,  and  business 
loans  in  particular; 

g.  Procedures  for  monitoring  quality  control  standards  addressing 
the  credit,  collateral  and  interest  rate  risk  within  the  real 
estate  loan  portfolio; 

h.  Mortgage  loan  pricing  methods  and  policies  that  are  consistent 
with  current  market  conditions  and  the  credit  union's  ability 
to  offer  competitive  products;  and; - 

i.  Procedures  for  the  prompt  resolution  of  Other  Real  Estate  Owned 
!  or  Foreclosed  Real  Estate.  :~ 

Enforcement    Examiners  will  carefully  review  credit  union  loan  policies  for 

completeness  and  compl iance  with  this  Administrative  Bulletin 
during  the  annual  examinations  conducted  under  General  Laws 
Chapter  167,  section  2.  Credit  unions  having  deficient  loan 
policies  will  be  required  to  revise  their  loan  policies  to 
correct  examiner  criticisms. 


The  Commonwealth  of  Massachusetts 
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Reference  No.   84-4  State-Chartered  Institutions 

or  mo/  (Chapter  167B,  Section  3) 

June  26,  1984 

Opinion 
Relative  to 

Authority  to  Capitalize  an  EFT  Organization 

This  Office  has  been  asked  for  its  opinion  relative  to  the  authority  for  a 
financial  institution  to  participate  in  a  network  for  a  shared  electronic  fund 
transfer  system  if  such  participation  would  require  some  type  of  investment  or 
loan  to  capitalize  the  network. 

As  with  any  question  relative  to  the  construction  of  a  statute  the  inquiry 
must  begin  with  the  language  of  the  act  itself.  The  electronic  banking  law, 
Chapter  167B  of  the  General  Laws,  was  established  by  Chapter  530  of  the  Acts  of 
1981.  Other  than  two  minor  technical  amendments  all  authority  for  and  provisions 
relative  to  electronic  banking  were  set  out  in  said  Chapter  167B.  Consistent  with 
that  statutory  framework,  authority  to  invest  in  electronic  fund  transfer  systems  ' 
should  be  determined  from  those  provisions. 

Section  5  of  that  statute  infers  authority  to  invest  in  an  organization  which 
assists  or  provides  services  to  a  financial  institution  in  order  to  make  available 
electronic  fund  transfers.  That  section  provides  that  "No  financial  institution 
shall  invest  in  or  contract  for  the  services  of  any  organization  unless  such 
organization  has  been  approved  in  writing  by  the  commissioner  and  the  financial 
institution  has  obtained  a  copy  of  such  approval." 

Furthermore  section  3  states  "The  commissioner  shall  determine  the  amount  which 
a  financial  institution  may  invest  in  the  purchase,  establishment,  installation, 
operation,  lease,  use  or  sharing  of  electronic  branches.  .  .  .In  making  such  deter- 
mination, the'  commissioner  shall  consider  the  amount  already  invested  by  such 
financial  institution  for  the  transaction  of  its  business  and  the  current  condition 
of  such  financial  institution." 

This  Office  concludes  that  the  authority  set  out  in  section  3  viewed  in  con- 
junction with  the  statutory  framework  of  this  Act,  includes  the  power  to  invest  in 
an  organization  established  to  provide  any  or  all  of  the  investment  options  granted  in 
that  provision  to  a  financial  institution,  a  defined  term  which  for  the  applicable 
provision  refers  to  all  state-chartered  institutions. 
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The  conclusion  is  strengthened  by  a  further  provision  of  section  3  which 
would  require  the  commissioner  to  include  a  reasonable  return  on  capital 
expenditures  incurred  in  connection  with  the  development,  installation  and 
.,*  operation  of  such  a  transfer  system  in  a  situation  in  which  sharing  was  mandated. 
Clearly,  such  a  capital  expenditure  would  be  authorized  for  permissive  involvement 
with  such  a  system  when  required  by  statute  for  a  mandated  entry. 

Therefore,  it  is  the  opinion  of  this  Office  that  a  state-chartered  institution 
is  authorized  to  participate'  in  the  capitalization  of  an  organization  which  is 
assisting  that  institution  in  making  electronic  fund  transfers  provided  that  such 
institution  complies  with  the  applicable  provisions  of  said  Chapter  167B.  Those 
provisions  include  prior  approval  of  such  an  investment  on  an  individual  basis. 


t 
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Reference  No.  84-5 
July  26,  1984 


Trust  Companies 

Stock  Thrift  Institutions 

(Chapter  172,  Section  13) 


Opinion 
Relative  To 

Qualifying  Shares  for  Directors 
Of  State-Chartered  Stock  Institutions 


I 


The  current  trust  company  statute  establishing  qualifications  for  a  director 
provides,  in  part,  that  "Each  director  shall  own,  in  his  own  right  and  free  of  any 
lien  or  encumbrance,  common  stock,  either  of  such  corporation  or  of  a  company  owning 
seventy-five  percent  of  the  stock  of  such  corporation,  having  a  par  value,  or  a  fair 
market  value  on  the  date  the  person  becomes  a  director,  of  not  less  than  one  thousand 
dollars". 

This  provision  of  trust  company  law  is  now  applicable  to  stock  savings  banks 
and  stock  co-operative  banks  pursuant  to  the  statute  governing  the  conversion  of 
such  banks  from  mutual  to  stock  corporations.  The  reason  generally  given  for  this 
requirement  is  that  if  the  director  has  an  ownership  interest  in  the  corporation, 
as  evidenced  by  such  shares  of  stock,  then  that  director  is  more  reasonably  expected 
to  have  an  on-going  interest  in  the  affairs  of  the  corporation. 

The  Division  of  Banks  has  been  requested  to  give  its  opinion  as  to  whether  the 
statutory  test  of  owning  stock  "in  his  own  right"  is  met  by  a  director  when  title 
to  the  stock  is  held  in  joint  name,  in  trust  or  in  nominee  name. 

In  Joint  Name  -  In  a  joint  account  the  real  interest  of  each  party  is  the 
value  which  each  party  is  entitled  to  receive  on  dissolution  of  the  account.  That 
interest  is  generally  determined  by  the  amount  of  a  party's  contribution.  Accordingly, 
if  a  director's  contribution  to  ownership  of  such  stock  in  joint  name  was  equal  to 
the  amount  necessary  to  own  common  stock  having  a  par  value,  or  a  fair  market  value 
on  the  date  the  party  became  a  director,  of  not  less  than  one  thousand  dollars,  then 
such  ownership,  even  though  in  joint  name,  will  qualify  as  "in  his  own  right"  for  the 
purpose  of  this  statute. 

In  Trust  -  Shares  deposited  by  a  director  in  an  inter  vivos  trust  of  which  the 
director  is  a  trustee  would  qualify  as  "owned  in  his  own  right"  provided  that  the  director 
retained  an  absolute  power  of  revocation  over  the  trust.  Unless  the  power  of  revocation 
is  expressly  reserved  the  inter  vivos  trust  would  be  irrevocable.  An  affidavit  to 
that  effect  should  satisfy  however  if  doubt  exists  an  examination  of  the  trust  in- 
strument would  be  in  order. 
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In  Nominee  Name   -  If  the  number  of  shares  required  for  qualification  by 
this  section  are  purchased  by  a  director  and  subsequently  put  in  nominee  name, 
such  action  will  qualify  as  ownership  by  the  director  "in  his  own  right".  A 
director  holding  shares  in  such  manner  should  realize  that  such  ownership  is  not 
indicated  on  the  corporate  records  and  therefore  may  require  verification. 


Although  the  statute  further  requires  that  a  director  take  an  oach  that  the 
required  shares  are  owned  "in  his  own  right"  and  that  a  record  of  that  oath  be  made 
part  of  the  records  of  the  corporation,  a  director  may  be  asked  to  submit  an 
affidavit  as  to  compliance  with  this  statute  for  review  in  conjunction  with  an 
examination. 


.11    t^-ira       V_t.i      . 
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Reference  No.  84-6 
July  28,  1984 


Co-Operative  Banks  . 
(Chapter  170,  Section  19) 


Opinion 
Relative  to 

Loans  to  Officers 
of  a  Co-Operative  Bank 

The  Division  of  Banks  has  been  requested  to  give  its  opinion  as  to  whether 
the  term  "officer"  includes  a  member  of  or  the  chairman  of  the  board  of  directors 
in  a  co-operative  bank  as  such  term  is  used  in  Section  19  of  Chapter  170  of  the 
General  Laws  governing  loans  to  officers  of  such  a  bank. 

Prior  to  the  recodification  of  the  banking  laws,  by  Chapter  155  of  the  Acts 
of  1982,  an  officer  in  a  co-operative  bank  was  not  subject  to  statutory  limitations 
on  the  amount  that  could  be  borrowed  from  tnat  officer's  Dank.  Since  1974  a  co-operative 
bank,  however,  has  been  required  by  statute,  see  former  Section  42A,  to  report  annually 
to  the  Commissioner  any  loan  or  extension  of  credit  to  any  officer  or  director. 

As  with  any  question  relative  to  the  construction  of  a  statute  the  inquiry  must 
begin  with  the  language  of  the  act  itself.  Section  19  of  the  recodified  co-operative 
bank  laws  consists  of  three  paragraphs  the  last  two  of  which  are  identical  to  the 
reporting  requirements  added  in  1974  and  continue  to  apply  to  loans  to  a  director 

The  first  paragraph,  added  by  the  recodification,  provides  "No  officer  of  a 
bank  shall,  except  as  hereinafter  provided,  borrow  from  or  otherwise  become  indebted 
to  the  bank  of  which  he  is  an  officer,  and  no  bank  shall,  except  as  hereinafter 
provided,  make  any  loan  or  extend  credit  in  any  other  manner  to  any  of  its  own  officers". 
The  statute  then  provides  that  a  loan  to  an  officer  can  be  made  subject  to  prior  ap- 
proval of  the  board,  specified  dollar  limitations  and  a  prohibition  on  the  granting  of 
preferential  terms.  The  recodification  of  the  banking  laws  was  done  in  conjunction 
with  equalizing  the  powers  among  savings  banks,  co-operative  banks  and  trust  companies. 
In  this  matter,  however,  that  equalization  process  did  not  raise  the  statutory  power 
to  the  highest  authority  then  existing  among  those  institutions, 
language  of  this  paragraph  was  taken  directly  from  trust  company 
Section  18  of  Chapter  172,  and  is  somewhat  similar  to  provisions 
see  former  Section  19  of  Chapter  168.  Accordingly,  the  inclusion 
definition  of  "officer"  for  this  provision  of  co-operative  bank  law  should 
whether  a  similar  class  of  managment  was  governed  by  those  other  statutes. 


The  restrictive 
law,  see  former 
of  savings  bank  law, 

of  a  director  in  the 
turn  on 
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Since  the  trustees  of  a  savings  bank  and  the  directors  of  a  trust  company  are 
not  generally  prohibited  or  restrictred  in  borrowing  from  their  bank  by  applicable 
statutes  and  those  positions  are  of  a  similar  class  of  management  as  directors  in 
a  co-operative  bank  it  is  the  opinion  of  this  Office  that  a  member  of  or  the 
chairman  of  the  board  of  directors  in  a  co-operative  bank  is  not  prohibited  or 
restricted  in  any  such  borrowing  by  the  provisions  of  the  first  paragraph  of  Section  19 
However,  to  the  extent  that  any  director  holds  another  position  and  in  that  capacity 
is  an  officer  of  the  bank  as  that  term  is  defined  in  the  institution's  by-laws  then 
that  director  as  such  an  officer  would  be  subject  to  the  limitations  in  this  statute. 


The  Commonwealth  of  Massachusetts 
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Reference  No. 


August  10,  1984 


#84-7 


State-Chartered  Institutions 
(209  CMR  2:00) 


Opinion 

Relative  to 

Regulations  Governing 

Group  Life  Insurance  and 

Group  Accident  and  Health  Insurance 


This  Office  has  been  asked  for  an  advisory  ruling  on  the  following  matters 
pertaining  to  the  above  referenced  regulations: 


1 


1.  May  banks  receive  expense  reimbursements  for  administering  a 
group  creditory  life  insurance  plan  other  than  from  a  dividend  or  premium 
refund  declared  at  the  end  of  a  policy  year? 

ANSWER:  Yes.  Assume  that  an  institution  is  paying  a  premium  of  thirty-five 
cents  to  the  insurance  company.  The  institution  may  receive  an  expense 
reimbursement  of  20%  of  an  assumed  fifty  cents  per  hundred  dollars  of 
coverage  premium  or  ten  cents.  The  institution  may  assess  the  consumer 
forty-five  cents  per  one  hundred  dollars  (350  premium  plus  10£  reimburse- 
ment), remit  thirty-five  cents  to  the  insurance  company  and  retain  ten  cents 
expense  reimbursement. 

2.  May  a  bank  receive  a  5%  premium  collection  fee  as  provided  for  in 
Chapter  175,  Section  164,  in  addition  to  other  reimbursement  for  expense? 

ANSWER:  A  bank  may  only  collect  reimbursement  for  expense  as  provided  for 
under  the  regulation,  209  CMR  2.00. 

3.  Must  a  bank  accept  the  lowest  bid  it  receives  on  each  type  of 
credit  insurance? 

ANSWER:  Yes,  if  the  company  is  rated  "A"  or  better. 

(a)  Must  bids  for  Credit  Life  and  Group  Accident  and  Health  be 
calculated  separately? 

ANSWER:  Yes. 
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4.  May  a  bank  purchase  Group  Credit  Life  Insurance  for  its  debtors 
through  a  policy  issued  to  an  out-of-state  group  trust  which  does  not  comply 
with  the  statutory  provisions  of  Chapter  175,  Section  133(c)  and  Chapter  255? 

ANSWER:  No. 

(a)  May  a  bank  sell  coverage  through  individual  policies  rather  than 
group? 

ANSWER:  No. 

5.  Does  regulation  209  CMR  2.00  apply  to  Group  Credit  Insurance  which  is 
paid  for  by  the  creditor? 

ANSWER:  No. 

6.  What  is  the  effective  date  of  the  regulations? 

ANSWER:  The  effective  date  of  the  regulations  is  the  date  they  were  published, 
May  10,  1984.  The  provisions  are  applicable  to  all  new  contracts  entered  into 
on  or  after  August  8,  1984  and  to  any  contract  in  existence  on  May  10,  1985. 
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Reference  Ho.   84-8  All  Lenders 

(Chapter  255,  Section  13L) 
August  31,  1984 

Opinion 

Relative  to 

The  Refunding  of  Points 

Upon  Prepayment  in  Non-Mortgage 

Consumer  Loan  Transactions 

This  Office  has  been  asked  for  its  opinion  relative  to  the  following  specific 
matters. 

1.  Is  the  use  of  "points"  (prepaid  finance  charge)  in  addition  to  an  interest 
rate  per  annum  an  acceptable  method  of  financing  loans  under  Massachusetts  law? 

Section  63  of  Chapter  183  of  the  Massachusetts  General  Laws  prohibits  the 
k  charging  of  points  in  most  mortgage  transactions  involving  owner-occupied  residential 
property  of  four  units  or  less  except  to  the  extent  such  a  charge  constitutes  reimburse- 
ment for  reasonable  originating  or  underwriting  expenses,  as  determined  by  the  commissioner, 
(see  Administrative  Bulletin  13-5)  and  reimbursement  for  any  commitment  or  other  fees 
paid  or  to  be  paid  for  the  intended  purpose  of  selling  loans  in  the  secondary  mortgage 
market. 

No  such  statutory  prohibition  exists  for  consumer  credit  transactions  other  than 
mortgages.  Accordingly,  points  may  be  charged  in  such  a  transaction,  however,  such  a 
charge  must  be  included  in  the  Annual  Percentage  Rate  (APR)  and  may  not  elevate  the 
APR  above  any  maximum  lawful  rate. 

2.  Assuming  that  "points"  are  acceptable  must  a  portion  of  those  points  be 
refunded  in  the  event  of  prepayment  of  a  loan? 

Section. 13L  of  Chapter  255  of  the  Massachusetts  General  Laws,  governing  the 
prepayment  of  certain  loans  for  personal,  family  or  household  purposes,  requires  that 
the  borrower,  upon  prepayment,  receive  a  refund  of  the  precomputed  charges  based  on 
either  the  sum  of  the  digits  method  or  the  actuarial  method  depending  on  the  length 
of  the  original  contract.  The  issue  of  refunding  a  portion  of  any  point  assessed 
will  be  determined  by  whether  a  point  is  a  "precomputed  charge".  Unlike  other  statutes 
which  require  the  refund  of  a  "finance  charge"  and  provide  a  definition  of  such  a  charge 
neither  this  section  of  law  nor  other  related  statutes  define  the  term  "precomputed 
charge".  However,  for  the  purposes  of  this  statute  the  Division  of  Banks  has  consistently 
interpreted  that  term  to  include  any  amount  that  is  known  in  advance.  The  assessment 
of  a  point  is  an  amount  known  in  advance  and  thus  is  a  precomputed  charge.  As  such,  it  is 
J  subject  to  a  refund  upon  prepayment  of  the  transaction. 
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Reference  No.   84-9 
September  19,  1984 


Banks,  Federally  - 
Chartered  Banks  And 
Persons,  As  Defined 
(Chapter  167D,  Section  34) 


Opinion 

Relative  To 

Maintaining  The  Telephone 

Service  Required  By 

Chapter  222  of  the  Acts  of  1984 

This  Office  has  been  asked  for  its  opinion  on  the  following  matters  relative  to 
Chapter  222  of  the  Acts  of  1984. 

1.  Classes  of  Institutions  and  Businesses  Subject  to  the  Act. 

The  question  has  been  raised  as  to  the  scope  of  Chapter  222,  and  how  it  would  be 
applied  to  non-banking  institutions. 

The  statute  applies  to  "eyery   bank,  federally-chartered  bank  or  person  .  .  .<" 

"Bank"  is  defined  in  Section  1,  Chapter  167D  of  the  General  Laws  as  "a  savings 

bank,  co-operative  bank  or  trust  company  incorporated  as  such  in  the  commonwealth." 

"Federally-chartered  bank"  is  defined  in  that  same  section  as  "a  national  bank 
association,  a  federal  savings  and  loan  association,  a  federal  savings  bank  or  a  federal 
credit  union  authorized  to  do  business  in  the  commonwealth." 

"Person"  is  defined  in  Section  7  of  Chapter  4  of  the  General  Laws  as  including 
"corporations,  societies,  associations  and  partnerships." 

It  is  the  opinion  of  this  Office  that  the  scope  of  the  statute  is  all  inclusive  and 
applies  to  all  those  individuals-entities,  without  exception,  who  advertise  to  the  public 
relative  to  any  deposit  or  credit  account  or  the  sale  of  any  security. 

2.  Types  of  Telephone  Service  Required. 

The  question  has  been  raised  as  to  whether  or  not  a  bank  is  required  to  establish 
-a  separate  telephone  line  to  comply  with  the  statute. 

In  our  opinion  a  bank  or  person  need  not  establish  a  separate  line  in  order  to 
comply  with  the  statute.  A  bank  or  person  would  be  able  to  provide  a  general 
telephone  line  or  service  and  refer  inquiries  on  rates,  fees  and  related  items  to  the 
appropriate  customer  service  representatives.  Some  banks  or  persons,  however,  may 
establish  a  separate  line  or  alternatively  may  even  use  a  recorded  message  which  could 
provide  this  general  information. 
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3.  Operating  Hours  of  Service.  t 

The  question  has  been  raised  whether  the  service  must  be  maintained  only  during 
normal  business  hours  when  the  main  office  is  opened.  It  is  argued  that  to  require  that 
the  service  be  available  evenings  or  Saturday  mornings  when  a  bank  is  open  primarily  for 
check  cashing  and  deposit  purposes  is  an  unfair  burden  to  place  upon  a  bank. 

In  our  opinion  the  statute  is  clear  and  unequivocal.  It  requires  that  the  telephone 
service  be  "available  during  any  hour  that  any  of  its  offices  are  opened  for  business." 
That  requirement  is  in  effect  even  if  the  office  is  open  only  for  a  limited  time  or 
purpose.  The  ready  availability  of  a  recorded  message  service  would  eliminate  any  burden 
associated  with  complying  with  the  statute  during  times  when  the  "main  office"  may  not  be  open 
for  full  service. 

4.  Accession  of  Personal  Accounts  and  Applying  for  New  Accounts 

The  question  has  arisen  whether  the  statute  limits  the  authority  of  banks  and  other 
businesses  to  provide  other  information,  such  as  personal  account  information,  or  information 
relative  to  new  accounts,  to  a  customer  requesting  it  by  phone. 

The  provisions  of  Chapter  222  do  not  in  any  way,  limit  a  business's  general  ability 
to  provide  whatever  information  by  telephone  it  chooses  to  make  available.  The  Act, 
however,  specifically  prohibits  the  telephone  service  maintained  to  comply  with  this 
statute  from  being  used  to  access  personal  account  information  or  to  apply  for  or 
obtain  a  new  account  or  extension  of  credit  or  to  purchase  any  security.  The  prohibition 
on  new  accounts,  sales  or  obtaining  credit  were  contained  in  the  original  petition  while 
the  prohibition  on  accessing  personal  information  was  specifically  added  by  the  Legis-     t 
lature.  Therefore,  it  is  the  opinion  of  this  Office  that  inquiries  of  a  nature  prohibited 
by  this  statute  must  be  transferred  or  referred  to  another  service  representative  or 
to  a  separate  line  or  extension. 

5.  Penalties,  Enforcement 

As  enacted,  Chapter  222  does  not  presently  spell  out  any  penalty  for  non-compliance, 
nor  does  it  provide  for  any  procedures  which  could  be  used  by  the  Commissioner  in  enforce- 
ment of  the  statute  against  non-banking  related  institutions.  The  question  has  thus  been 
asked  how  enforcement  will  be  handled  and  what  penalties  may  be  imposed. 

As  to  those  institutions  which  come  within  the  direct  jurisdiction  of  this  Office 
the  Commissioner  will  exercise  those  powers  and  impose  those  penalties  granted  him  under 
the  general  banking  stautes  to  enforce  the  General  Laws  of  the  Commonwealth. 

Any  violations  of  Chapter  222  by  institutions  not  subject  to  our  jurisdiction  will 
be  referred  to  the  Office  of  the  Attorney  General  where  appropriate. 
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Reference  125-1 
October  3,  1985 


ON 

«85 


State-Chartered  Banks 
Federally-Chartered  Banks 

Chapter  167,  Section  21 


Guideline  Relative  To 
The  Temporary,  Non-Mandatory  Closing  of  Bank  Offices 


Section  21  of  Chapter  167  of  the  General  Laws  sets  out  three  separate  and 
independent  authorities  by  which  both  state-chartered  and  federally-chartered 
banking  institutions  may  choose  to  close  their  banking  offices  due  to  various 
circumstances.   The  powers  contained  in  the  section  are  vested  in  the 
Governor,  the  Commissioner  and  the  officers  of  each  such  institution.   In  each 
instance  the  final  determination  to  close,  however,  rests  with  the  bank 
itself.   That  determination  process  was  facilitated  by  a  1979  amendment  which 
eliminated  the  need  for  prompt  notice  to  the  Commissioner  when  closing  an 
office.   This  guideline  not  only  applies  to  those  weather-related  situations 
which  affect  the  Commonwealth  on  a  statewide  basis  but  also  to  all  localized 
situations  involving  businesses  in  general  or  particular  offices  of  any  single 
bank.   It  has  been  established  in  order  to  clarify  in  writing  and  in  advance 
of  any  future  applicable  situation  the  policy  of  this  Division  relative  to 
such  closings.   Having  issued  this  guideline  the  Division  believes  it  is  now 
incumbent  on  each  institution  to  advise  the  appropriate  personnel  of  the 
decision  making  process  within  that  bank  and  the  manner  in  which  any  decision 
to  close  will  be  disseminated  throughout  the  bank's  branch  system.   The 
establishment  of  such  a  process  and  information  network  will  eliminate  calls 
to  this  Office  at  a  time  when  phone  lines  may  be  needed  primarily  for 
emergency  purposes  as  well  as  at  times  when  the  staff  of  this  Division  may  be 
required  to  remain  at  home  or,  for  safety  reasons,  are  prevented  from  entering 
state  office  buildings.   The  Division  strongly  encourages  each  institution  to 
maintain  copies  of  this  guideline  in  each  of  its  places  of  business  along  with 
the  names  of  the  bank  officers  designated  to  make  a  decision  to  close.   The 
guideline  is  stated  below. 

For  weather-related  circumstances  affecting  the  Commonwealth  in  general, 
the  Division  of  Banks  will  not  issue  a  public  announcement,  separate  from 
the  Governor,  authorizing  banking  institutions  to  close  their  offices. 
Accordingly,  banks  considering  such  a  closing  should  listen  for  and 
conform  to  any  proclamation  by  the  Governor  requesting  the  people  of  the 
Commonwealth  to  close  their  places  of  business.   Banks  are  also  advised 
that  it  is  the  firm  position  of  this  Office  that  the  authority  in  section 
21  for  the  officers  of  a  bank  to  close  their  business  offices  when 
"conditions  exist  which  pose  an  existing  or  imminent  threat  to  the  safety 
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or  security  of  bank  personnel  or  property  generally"  includes,  among 
other  things,  weather-related  situations.   Therefore,  banks  may  rely 
on  that  authority  alone  to  make  such  a  decision.   Institutions  are 
further  advised  that  the  statute  provides  that  any  day  in  which  an 
office  is  so  closed  shall  not  be  considered  a  business  day  and  acts 
may  be  performed  on  the  next  succeeding  business  day  without 
liability  or  loss  of  rights  regardless  of  whether  the  decision  to 
close  is  requested  by  the  Governor,  the  Commissioner  or  made  by  the 
officers  of  the  bank.  Any  bank  making  such  a  decision  is  reminded  of 
the  statutory  requirement  to  enter  the  cause  and  time  of  such  closing 
in  the  records  of  the  next  meeting  of  the  appropriate  board.   The 
authority  to  re-open  offices  is  also  set  out  in  this  statute. 

For  all  other  circumstances  addressed  by  the  statute  whether  such 
circumstances  affect  only  parts  of  the  Commonwealth,  banks  in  general 
or  an  office  or  offices  of  a  particular  institution,  the  same  policy 
will  apply.   This  Division  would  be  hard  pressed  to  find  a  situation 
posing  "an  existing  or  imminent  threat  to  the  safety  or  security  of 
bank  personnel  or  property  generally"  which  did  not  justify  an 
officer's  decision  to  temporarily  close  an  office  to  the  public. 
Although  the  Division  appreciates  being  informed  of  local  conditions 
affecting  an  institution,  it  wishes  to  emphasize  that  the  safety  of 
personnel  may  be  obtained  and  property  made'  secure  without  prior 
approval  or  notice  to  this  Office. 

If  a  decision  to  close  is  made  in  advance  of  an  approaching  situation 
covered  by  the  statute,  adequate  notice  to  the  banking  public  should 
be  posted  at  each  office. 


Section  21  pertains  to  non-mandatory  closing  of  banking  offices.   It 
should  be  noted  that  other  laws  authorize  the  Governor  after  declaring  a 
general  state  of  emergency  for  any  disaster  to  subsequently  issue  specific 
orders  to  regulate,  among  other  things,  the  closing  and  openings  of  all 
businesses,  including  banks.   Additionally,  the  Governor  may  declare  a  banking 
emergency  when  the  banking  system  is  at  risk  and  thereby  may  order,  through 
the  Commissioner,  that  banks  be  closed.   Those  emergency  powers  referred  to 
above  are  set  out,  respectively,  in  special  Acts  of  the  Legislature  which 
became  law  as  Chapter  639  of  the  Acts  of  1950,  providing  for  the  safety  of  the 
Commonwealth  during  the  existence  of  an  emergency  resulting  from  disaster  or 
from  hostile  action,  and  Chapter  59  of  the  Acts  of  1933  relative  to  banking 
emergencies. 
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pr\M  £CT\0  Opinion  Relative  To  The 


Board  of  Directors 
noT  9 1)  1985  of  the 

ULf'  w  Massachusetts  Credit  Union  Share 

;j$CW^         Insurance  Corporation 

Reference  No.  85-2  (Chapter  294,  Acts  of  1961 

September  19,  1985  as  amended) 

Chapter  294  of  the  Acts  of  1961  established  the  Massachusetts  Credit  Union 
Share  Insurance  Corporation  (Corporation)  to  insure  the  shares  and  deposits  of 
state-chartered  credit  unions.  The  advent  of  share  insurance  from  the  National 
Credit  Union  Administration  (NCUA)  and  other  changes  has  resulted  in  the  statutory 
expansion  of  eligible  membership  in  the  Corporation  as  reflected  in  the  Act's 
defined  terms  of  "Member",  "Regular  Member",  "Inactive  Member",  and  "Excess 
Member".  The  present  movement  throughout  all  state-chartered  thrift  institutions 
to  obtain  federal  deposit  insurance  has  raised  novel  questions  relative  to  a 
director  on  the  Corporation's  board  who  was  elected  from  a  credit  union  which 
becomes  insured  by  NCUA.  Under  existing  statute  the  Corporation's  board  consists 
of  fifteen  directors,  eleven  of  whom  are  elected  from  member  credit  unions  and  four 
of  whom  shall  have  no  affiliation  with  any  financial  institution.  All  directors 
are  elected  for  a  three-year  term  and  hold  office  until  their  successors  are 
qualified.  Vacancies  on  the  board  are  to  be  filled  by  the  directors  until  the  next 
annual  meeting. 

Questions  raised  under  current  statute  in  conjunction  with  the  on-going 
acquisition  of  NCUA  insurance  include  whether  a  vacancy  on  the  board  is  created  at 
the  time  the  director's  credit  union  becomes  insured  by  NCUA  or  may  that  director 
continue  to  serve  until  the  term  expires;  may  the  same  director  continue  to  serve 
if  his  credit  union  also  becomes  federally  chartered;  and  may  such  a  director  of 
the  Corporation  from  a  credit  union  which  becomes  federally  insured  and/or 
federally  chartered  seek  re-election?  The  changed  status  of  credit  unions  from 
which  existing  Board  members  were  elected  has  resulted  in  the  need  for  these 
questions  to  be  resolved. 

The  present  framework  for  membership  in  the  Corporation  and  on  the  board  was 
established  by  a  1982  amendment  to  the  Act.  The  six  sections  of  that  1982  statute 
authorized  the  various  membership  categories  and  established  the  incidences  of  such 
memberships;  added  the  positions  for  the  four  outside,  nonaffiliated  directors  as 
well  as  made  changes  to  the  assessment  authority  of  the  Corporation.  The  drafting 
of  that  statute,  its  retention  of  prior  provisions  unrelated  to  the  above-cited 
changes  and  the  specific  definitions  inserted  into  the  Act  provide  a  clear 
statutory  answer  to  the  question  raised  relative  to  eligibility  for  re-election  to 
the  Board.  As  provided  in  the  Act,  directors  of  the  board  are  to  be  elected  by  the 
delegates  from  member  credit  unions.  Analysis  of  the  several  membership  categories 
and  applicable  sections  of  law  determines  that  a  member  credit  union,,  as  that  term 
is  defined,  describes  a  state-chartered  credit  union  which  is  not  insured  by  NCUA. 
Accordingly,  it  is  the  opinion  of  this  Office  that  only  a  person  from  such  a  credit 
union  is  eligible  for  election  to  a  new  term  on  the  board. 
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As  definitive  -^s   the  Act  and  its  subsequent  amendments  have  been  on  the 
election  of  directors,  this  Office  finds  the  Act  completely  silent  as  to  what 
constitutes  a  vacancy  on  the  board  and  if  such  a  vacancy  is  created  by  a  change  in 
membership  status  of  a  director's  credit  union.  On  this  issue  of  changed  status 
the  credit  union  statute,  in  comparison  to  the  insurance  funds  created  by  special 
Acts  for  savings  banks  and  co-operative  banks,  must  be  deemed  incomplete.  A 
similar  conclusion  was  reached  by  the  Supreme  Judicial  Court  of  Massachusetts  in 
United  Employees  Credit  Union  v.  Massachusetts  Credit  Union  Share  Insurance 
Corporation.  380  Mass.  398,  403  N.E.2d  408  (1980).  In  that  case  the  issue  was  the 
return  of  assessments  after  United  became  insured  by  NCUA.  Upon  reviewing  the 
applicable  provisions  controlling  that  situation  in  the  other  insurance  funds  for 
state-chartered  banks  the  Court  stated  that  such  legislative  precedents  suggest 
rational  solutions  to  the  questions  then  raised.  However,  as  to  the  Act  creating 
the  Corporation  the  Court  concluded  that  "The  governing  legislation  simply  fails  to 
provide  a  basis  for  fashioning  the  governing  rule."  Id.  at  402,  403  N.E.2d  at 
411.  Rather  than  remand  the  case  for  the  lower  court  to  make  an  equitable 
apportionment  the  Supreme  Judicial  Court  preferred  "to  take  the  broader  ground  that 
the  problem  is  legislative  rather  than  judicial."  Id.  at  402,  403  N.E.  2d  at  411. 
This  Division  feels  compelled  to  take  that  same  ground  on  the  issues  relating  to 
the  effect  on  a  director's  present  term  on  the  Board  when  the  status  of  that 
director's  credit  union  changes.  The  proper  forum  for  the  Corporation  to  obtain 
permanent  resolution  of  those  issues  is  the  Legislature. 

While  strongly  encouraging  the  Corporation  to  have  the  Legislature  address 
these  issues  during  its  current  session  the  Division  recognizes  that  such  a 
resolution  may  not  be  immediately  forthcoming  and  that  the  present  board  is 
continuously  confronted  by  these  issues.  Accordingly,  this  Division  suggests  that 
until  the  Act  is  amended  the  Board  should  exercise  its  existing  statutory  authority 
to  adopt  such  rules  and  regulations  as  necessary  to  effect  the  purposes  of  the 
Act.  As  provided  in  section  4  of  Chapter  294  any  such  regulations  must  be  approved 
by  this  Office  before  becoming  effective.  This  Office  would  look  favorably  upon 
any  such  provisions  which  fairly  and  reasonably  addressed  the  issues  involving  the 
changed  status  of  a  director's  credit  union  while  the  legislative  process  is 
initiated.  This  temporary  resolution  would  allow  the  board  to  get  beyond  this 
internal  conflict  and  focus  its  time  and  effort  on  those  matters  solely  within  its 
responsibilities.  In  suggesting  this  temporary  solution  it  is  the  firm  belief  of 
this  Office  that  in  the  drafting  of  those  rules  each  director  will  offer 
alternatives  and  vote  for  provisions  consistent  with  his  or  her  duties  of 
diligence,  loyalty  and  due  care  to  the  Corporation  which  are  inherent  in  the 
positions  they  now  hold. 
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Reference  No.  85-3 
September  25,  1985 


State-Chartered  Institutions 
Chapter  167F,  Section  2 

Paragraphs  16  and  17 
209  CMR  2.00 


Opinion 
AO§5  Relative  to 

\\(j\  <*^    Tne  Retention  of  Premiums  Collected  for 


T. 


Group  Life  Insurance  and 


Group  Accident  and  Health  Insurance 

?he  Division  of  Banks  has  been  requested  to  give  its  opinion  as  to 
whether  a  bank,  regulated  by  this  Division  and  subject  to  the  provisions  of 
209  CMR  2.00,  may  receive  a  cost  of  administration  of  twenty  percent  of  an 
assumed  fifty  cents  per  one  hundred  dollars  of  coverage  premium  and  also 
receive  the  benefit  of  a  premium  "drag"  account. 

A  premium  "drag",  so-called,  occurs,  in  the  purest  form,  when  the 
insurance  company  allows  the  bank  to  retain  the  credit  insurance  premiums 
collected  and  to  do  so  in  a  non-interest  bearing  account.   Usually  the 
arrangement  is  for  the  bank  to  keep  the  first  year's  premiums  and  to  pay  over 
the  first  month's  premium  at  the  end  of  the  thirteenth  month,  the  second 
month's  premium  at  the  end  of  the  fourteenth  month,  and  so  on.   The  obvious 
result  of  any  such  arrangement  is  that  the  bank  always  has  use  of  twelve 
months  or  some  other  portion  of  the  insurance  company's  premium.   A  further 
benefit  to  the  bank  is  that  the  company  may  allow  the  bank  to  keep  the 
premiums  in  accounts  which  pay  the  insurance  company  little  or  no  interest. 

The  promulgation  of  209  CMR  2.00  affected  both  the  retention  of  premiums 
and  financial  benefit  aspects  of  any  such  "drag"  account  arrangement.   Section 
2.04  specifically  addresses  the  maintenance  of  proper  accounts  for  credit 
insurance  premiums  as  well  as  the  segregation  of  unremitted  funds  due  the 
insurance  company.   Moreover,  Clause  (3)  of  that  section  mandates  that 
premiums  be  forwarded  by  the  bank  no  later  than  sixty  days  after  receipt.   Any 
practice  or  arrangement  attempting  to  allow  a  bank  to  retain  premiums  for  a 
longer  period  would  violate  these  regulations. 

Clause  (2)  of  Section  2.01  establishes  and  defines  the  "Cost  of 
Administration"  as  such  term  applies  to  both  Group  Life  and  Group  Accident  and 
Health  Insurance.   In  each  instance  such  a  charge  may  not  exceed  twenty 
percent  of  an  assumed  fifty  cents  per  one  hundred  dollars  of  coverage 
premium.   Additionally,  that  section  specifically  states  that  such  cost  of 
administration  "shall  be  the  only  financial  benefit  which  an  accrue  to  the 
bank" .   Accordingly,  it  is  the  opinion  of  this  Office  that  any  benefit 
accruing  to  a  financial  institution,  such  as  through  the  use  of  a  premium 
"drag"  account  in  any  form,  must  be  used  in  the  calculation  of  the  maximum 
cost  of  administration  provided  for  in  209  CMR  2.01. 
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Reference  No.  85-4  Open-End  Creditors 


4    ^     # 

October  2,  1985  Chapter  140,  Section  114B 

*o\Jfr     Chapter  140D,  Section  20 


Chapter  183,  Section  63 


Opinion 
Relative  To  Balances  and  Points  In 
Open-End  Credit  Plans 

Chapter  489  of  the  Acts  of  1984  contained  significant  amendments  to  the 
applicable  laws  governing  open-end  credit  plans  in  addition  to  establishing  a 
Truth-in-Savings  Law.  The  provisions  of  that  Act  affecting  open-end  credit 
had  two  separate  and  distinct  thrusts  and  amended  two  different  sections  of 
law.  The  first  change  amended  section  114B  of  Chapter  140  of  the  General  Laws 
to  establish  a  mechanism  whereby  the  existing  maximum  interest  rate  of 
eighteen  percent  could  be  exceeded.  The  second  change  amended  section  20  of 
Chapter  14 0D  of  the  General  Laws,  the  Truth-in-Lending  Law,  to  eliminate  the 
free  period,  so  called,  whenever  a  balance  exists  at  the  start  of  a  new 
billing  cycle.  Questions  have  been  raised  to  this  Office  as  to  the 
application  and  ramifications  of  the  language  contained  in  each  amendment. 

Section  20  of  Chapter  14 0D  deals  with  the  computation  of  finance  charges 
under  certain  open-end  credit  plans  and  states  in  pertinent  part: 

"If  a  finance  charge  is  imposed  under  an  open-end  credit 
plan  on  balances  resulting  from  the  sale  of  goods  or  services 
at  retail  made  in  reliance  on  a  credit  card,  the  finance  charge 
applicable  to  said  balances  for  any  cycle  shall  be  computed  on  .  .  . 
provided,  however,  that  no  finance  charge  may  be  computed  on  any  new 
sale  reflected  for  the  first  time  in  the  account  during  the  billing 
cycle  if  there  was  no  balance  outstanding  in  the  account  at  the 
beginning  of  the  billing  cycle.  ..." 

The  Division  has  been  requested  to  give  its  opinion  as  to  whether  the  word 
"balance"  which  is  underlined  above  refers  solely  to  a  balance  resulting  from 
the  sale  of  goods  or  services  at  retail  or  does  it  refer  to  any  balance 
regardless  of  how  it  arises  under  such  an  open-end  credit  plan. 
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Although  the  term  "open-end  credit"  covers  a  myriad  of  products,  section         ~ 
20  applies  only  to  those  plans  transacted  by  use  of  a  credit  card.  The  1984  C 

amendment  to  the  free  period  was  specifically  drafted  so  that  change  would  not 
apply  to  revolving  credit  agreements,  primarily  retail  store  credit  cards, 
which  are  governed  by  Chapter  25 5D  of  the  General  Laws.  Therefore,  the  recent 
amendment  affects  only  those  credit  cards  issued  by  banks.  Unlike  retail 
store  cards,  bank  credit  cards  have  a  dual  capability.  Such  a  card  provides 
the  holder  with  the  power  not  only  to  purchase  goods  or  services  but  also  to 
obtain  cash  advances.  Thus,  under  an  open-end  credit  plan  evidenced  by  a  bank 
card,  an  individual  could  generate  a  balance  from  purchases,  cash  advances  or 
a  combination  thereof.  In  construing  a  statute  it  is  the  duty  of  this  Office 
to  ascertain  and  implement  the  intent  of  the  Legislature.  When  the  language 
of  the  enactment  is  clear  and  unambiguous  this  Division  must  look  to  the 
statute  itself  and  interpret  it  according  to  the  usual  and  natural  meaning  of 
its  language.  This  Division  believes  that  the  language  of  section  20  states 
clearly  and  unambiguously  that  the  free  period  applies  only  if  there  was  "no 
balance  outstanding"  at  the  beginning  of  the  billing  cycle.  The  plain  meaning 
of  those  words  must  be  given  their  full  effect.  Accordingly,  it  is  the 
opinion  of  this  Office  that  if  any  balance  exists,  regardless  how  it  arises, 
then  the  free  period  is  eliminated  on  purchases  first  appearing  in  subsequent 
billing  cycles. 

The  amendment  to  the  interest  provisions  of  the  open-end  credit  law 
requires  this  Office  to  determine  as  of  the  first  of  March,  June,  September 
and  December  a  quarterly  index  rate  as  calculated  by  doubling  the  average  of 
the  rates  established  and  announced  as  the  auction  average  on  a  discount  basis 
of  United  States  Treasury  bills  with  maturities  of  ninety-one  days  at  the  * 

auctions  held  during  the  three  calendar  months  preceding  the  above  computation 
dates.  Under  the  provisions  of  the  amendment,  if  the  index  rate  computation 
exceeds  18%  then  open-end  credit  grantors  may  set  their  own  rate  above  18%  for 
the  three^nonth  period  beginning  one  month  after  the  computation  date.  As 
indicated  previously,  the  term  open-end  credit  covers  a  number  of  products, 
including  home  equity  loans  secured  by  a  lien  placed  on  the  property.  The 
nature  of  that  transaction  has  resulted  in  this  Office  being  asked  if  such  an 
open-end  credit  plan  is  subject  to  the  statute,  section  63  of  Chapter  183, 
and  guidelines  of  this  Division,  Administrative  Bulletin  13-5,  governing  the 
charging  of  points  or  similar  fees  in  certain  residential  mortgage 
transactions.  The  issue  is  raised  due  to  an  exclusionary  provision  in  section 
63  which  provides  that  the  statute  is  not  applicable  to  ".  .  .  loans  subject 
to  government  imposed  interest  rate  ceilings,  as  determined  by  the 
Commissioner . " 

In  reviewing  the  provisions  of  the  applicable  statutes,  the  Division  is 
persuaded  by  the  fact  that  open-end  credit  plans,  even  after  the  recent 
amendment,  remain  subject  to  the  statutory  provisions  of  section  114B  of 
Chapter  140  and  the  quarterly  rate  mechanism  contained  therein.  Accordingly, 
this  Office  determines  that  open-end  credit  plans  which  are  secured  by 
mortgages  on  residential  property  of  four  or  less  units  and  occupied  or  to  be 
occupied  in  whole  or  in  part  by  the  mortgagor  are  not  subject  to  the 
provisions  of  section  63  of  Chapter  183  or  the  guidelines  of  this  Division 
issued  pursuant  to  that  statute. 
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Opinion 

Relative  To  The  GOVERNMENT  DOCUMENT 

COLLECTION 

Sale  And  Purchase  of  Loans 

DEC  3  0  1985 

By  A  State-Chartered  Credit  Union 

To  Another  Such  Credit  Union  University  Of  MaSSaQhllSettS 

Depository  Copy 

85-5  Credit  Unions 

November  29,  1985 

(Chapter  171- 
section  21C 

section  24,  subdivisions 
A  to  G,  inclusive.) 

The  Division  has  been  asked  for  its  opinion  relative  to  the  authority  of  a 
state-chartered  credit  union  to  purchase  loans  from  another  such  credit  union. 
Although  the  statute  in  question  covers  the  sale,  transfer  or  assignment  of  any 
and  all  of  a  credit  union's  loans,  investments  or  other  assets,  the  issue  is 
framed  regarding  loans  since  loans  are  fundamental  to  the  business  of  a  credit 
union;  market  conditions  are  such  that  a  transaction,  if  permitted,  would  be 
beneficial  to  appropriate  credit  unions  on  each  end  of  the  agreement;  and  there 
appears  to  be  a  conflict  with  related  loan  statutes  all  of  which  existed  prior  to 
the  passage  of  the  law  governing  the  sale  of  assets. 

It  is  not  uncommon  for  issues  to  be  raised  by  the  statutory  construction  of 
Chapter  171  governing  credit  unions.  The  different  statutes  controlling  each  of 
the  other  types  of  state-chartered  institutions  have  all  been  recodified  at  least 
twice  in  the  last  thirty-five  years.  Chapter  171,  however,  has  had  no  such 
process  to  realign  and  coordinate  its  provisions  in  almost  sixty  years. 
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Numerous,  singular,  enabling  amendments  enacted  over  such  a  large  span  of  time  are 
likely  to  and  have  resulted  in  gaps  in  statutory  provisions.  In  construing  this     (** 
chapter  and  other  provisions  of  law,  this  Division  has  consistently  stated  its 
intent  to  interweave  provisions  to  compose  as  far  as  feasible  and  reasonable  a 
coherent  whole  faithful  to  the  purposes  of  the  Legislature.  The  issue  at  hand 
turns  on  this  Division's  view  as  to  whether  a  certain  provision  is  to  be  deemed 
merely  a  restrictive,  procedural  clause  or  a  provision  containing  both  enabling 
authority  as  well  as  procedural  requirements.  It  is  the  conclusion  of  this  Office 
that  the  latter  reading  is  correct. 

In  1980  the  Legislature  inserted  into  Chapter  171,  section  21C  by  passage  of 
Chapter  79  of  the  Acts  of  that  year,  An  Act  Authorizing  A  Credit  Union  To  Sell, 
Transfer  And  Assign  Any  And  All  Loans,  Investments  Or  Other  Assets.  At  that  time 
and  continuing  today,  Chapter  171  is  viewed  as  a  restrictive  statute  such  that, 
generally,  a  credit  union  would  have  authority  only  to  the  extent  it  is  expressly 
stated  in  that  law.  In  that  light,  section  21 C  clearly  was  inserted  as  an 
enabling  statute.  The  specific  question  before  us  is  whether  clause  (d)  of  that 
section  which  states  "no  loans,  investments  or  other  assets  shall  be  sold, 
transferred  or  assigned  to  another  credit  union  chartered  in  the  commonwealth 
without  the  prior  written  approval  of  the  Commissioner"  should  be  deemed  as  also 
authorizing  that  other  state-chartered  credit  union  to  purchase  any  loans, 
regardless  of  the  type  of  loan  being  sold. 

A  separate  provision,  section  24  of  Chapter  171,  generally  contains  the  loan 
authority  granted  a  credit  union.  That  section  establishes  the  various  classes  of 
loans  authorized  and  sets  out  a  credit  union's  ability  to  make,  acquire  or 
participate  in  any  specific  class  of  loan.  Those  classes,  as  set  out  in  the  seven 
subdivisions  of  that  section,  authorize  from  personal  and  real  estate  loans  to 
mobile  home  and  open  end  credit  loans.  Only  in  subdivision  B,  however,  governing 
real  estate  loans  and  more  specifically  first  and  second  mortgages  and  condominium 
loans,  is  there  express  authority  for  a  credit  union  to  acquire  loans  of  that 


. 
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class.  It  is  that  construction  of  section  24  which  raises  questions  as  to  the 
extent  of  the  authority  intended  by  the  language  added  by  section  21 C. 

The  Division  is  reluctant  to  view  the  intent  of  the  inclusion  of  clause  (d) 
in  section  21C  for  the  sole  purpose  of  regulating  the  sale  and  purchase  between 
state-chartered  credit  unions  of  only  one  of  seven  classes  of  loans  particularly 
when  that  one  class  had  previously  been  unregulated.  The  Division  takes  the 
broader  view  that  consistent  with  the  permission  granted  a  credit  union  by  section 
21C  to  sell,  transfer  or  assign  any  and  all  of  its  loans,  investments  or  other 
assets,  clause  (d)  authorizes  a  credit  union,  with  prior  written  approval  of  this 
Office,  to  enter  into  any  such  transaction  with  another  state-chartered  credit 
union  and  in  conjunction  with  that  authority  to  sell,  also  authorizes,  by 
implication,  the  purchase  of  loans  by  that  other  credit  union  irrespective  of  the 
lack  of  any  express  authority  in  the  related  subdivision  of  a  separate  statute, 
section  24.  In  brief,  it  is  the  opinion  of  this  Division  that  section  21 C  is  an 
enabling  statute  and,  in  this  case,  as  the  later  enactment  it  overrides  any  gap 
which  results  when  clause  (d)  is  considered  with  a  related  but  previously  existing 
section  applicable  to  loans. 

The  opinion  stated  above  applies  to  all  acquisitions  of  loans  by  purchase 
between  state-chartered  credit  unions.  Accordingly,  the  sale  of  first  or  second 
mortgages  and  condominium  loans  from  one  state-chartered  credit  union  to  another 
must  meet  the  requirements  of  section  21C.  However,  participation  loans,  as  such 
transactions  are  governed  in  subdivision  B  of  section  24  by  paragraph  6  of 
subsection  (a)  for  first  mortgage  loans  and  by  paragraph  13  of  subsection  (b)  for 
condominium  loans,  are  not  subject  to  section  21 C.  Moreover,  a  credit  union 
seeking  the  prior  written  approval  of  the  Commissioner  for  a  sale,  transfer  or 
assignment  to  another  state-chartered  credit  union  should  inform  this  Office  that 
the  general  provisions  of  section  21 C  have  been  met  as  well  as  the  applicablil ity, 
if  any,  of  clauses  (b)  or  (c)  of  that  section. 
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Ref .  No.  86-1  Massachusetts  General  Laws 

March  15,  1986  Chapter  167E,  Section  2(B) (10) 

Chapter  183,  Section  60 


OPINION  RELATIVE  TO 

ADMINISTRATIVE  BULLETIN  13-2C  (REVISED) 

ENTITLED  "MEMORANDUM  ON  ADJUSTABLE 

RATE  MORTGAGE  LOANS"  REISSUED 

MARCH  15,  1986,  EFFECTIVE  APRIL  7,  1986 


The  Division  of  Banks'  guidelines  on  adjustable  rate  mortgage  loans 
(ARM  guidelines),  found  in  Administrative  Bulletin  13-2C,  generated 
several  inquiries.  The  March  15,  1986,  revisions  to  the  ARM  guidelines 
answered  most  of  the  questions  received  by  the  Division.  The  remaining 
questions  concern  interpretive  issues  on  specific  guideline  provisions. 
These  issues  include  introductory  discounts,  private  mortgage  insurance, 
cost  disclosures,  and  loan  premiums. 

Questions  have  been  raised  about  what  initial  rate  setting 
prohibitions  and  procedures  are  intended  by  the  guidelines.  Section 
(1.01)  of  the  guidelines  indicates  that  it  is  not  the  intent  of  the 
guidelines  to  pre-determine  any  particular  time  that  the  interest  rate  is 
set.  Section  (1.05)  of  the  guidelines  specifically  permits  the  setting 
of  an  initial  interest  rate  below  the  fully- indexed  rate.  Section  (5.01) 
does  not  require  the  rate  to  be  set  at  application,  but  requires  that  if 
set  later,  then  the  method  by  which  the  rate  will  be  established  and  the 
time  it  will  be  established  must  be  set  at  the  time  of  application. 
Appendix  A  of  the  guidelines  is  included  as  a  sample  of  the  mortgage 
product  description  sheet  required  in  Section  (6.04).  It  demonstrates 
how  this  sheet  could  be  modified  for  an  institution  that  sets  their  rates 
at  some  time  after  application.  The  guidelines  are  less  specific  with 
regard  to  the  lender's  ability  to  set  rates  based  on  market  conditions, 
rather  than  on  a  formula  using  a  fixed  discount.  The  guidelines  intend 
only  to  prohibit  price  setting  in  a  way  and  at  a  time  that  is  arbitrary. 
Arbitrariness  includes  the  setting  of  the  interest  rate  in  a  way  and/or 
at  a  time  not  disclosed  to  the  borrower  at  application.  If  a  rate  is 
committed  at  application  for  a  length  of  time  known  to  the  borrower,  it 
is  not  material  how  the  lender  arrives  at  that  initial  rate.  In  the  case 
of  rates  committed  subsequent  to  application  or  in  the  case  of 
establishing  a  rate  replacement  procedure  for  borrowers  who  fail  to  close 
their  loan  before  their  rate  commitment  expires,  it  is  material  that 
borrowers  be  informed  at  application  exactly  when  and  how  the  initial 
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rate  will  be  established.  This  method  should  be  based  on  information 
readily  available  to  the  general  public  and/or  on  information  provided  to 
the  borrower  at  the  time  of  application.  The  rate  may,  if  desired,  be 
based  on  the  then-current  market  rate  being  committed  for  new 
applications.  If  a  lender  offers  several  interest  rate  setting  options, 
the  choice  must  be  the  borrower's. 

Private  mortgage  insurance  is  not  a  separate  loan  product  under  the 
ARM  guidelines  because  it  is  not  a  variable  under  Section  (5.01).  See 
Sections  (LOOM 3. 00)  for  examples.  Additionally,  such  mortgage 
insurance  is  required  by  statute  for  certain  mortgage  loans.  The 
.variability  in  costs  for  mortgage  insurance  makes  uniform  or  precise 
price  quotations  difficult;  however,  the  cost  of  any  required  private 
mortgage  insurance  should  be  disclosed.  An  estimated  price  range  for  the 
cost  of  mortgage  insurance  may  be  shown  on  the  mortgage  product 
description  sheet. 

Advice  on  the  proper  way  to  prepare  a  mortgage  product  description 
sheet  when  a  lender  is  offering  various  rate-lock  options  at  application 
has  also  been  sought.  Specifically,  questions  have  been  asked  about 
whether  product  and  rate  information  must  be  contained  on  one  sheet.  The 
guidelines  specifically  allow  for  modifications  of  the  suggested  format. 
Lenders  are  encouraged  to  experiment  with  various  ways  of  disclosing 
product  and  price  information  to  find  a  format  that  best  suits  their 
offerings  and  the  consumer's  need  for  complete  and  accurate  information. 

The  final  issue  raised  is  whether  the  ARM  guidelines  preclude  a 
lender  from  imposing  a  one-time,  introductory  "premium  rate" .  This  rate 
would  be  greater  than  the  interest  rate  determined  under  Section  (1.01) 
of  the  guidelines  (the  sum  of  the  index  plus  the  margin).  No  such  charge 
is  either  intended  or  authorized  by  the  guidelines.  The  margin  is  the 
only  means  for  a  lender  to  adjust  the  initial  loan  rate.  All  margins  are 
subject  to  Section  (1.03). 

Administrative  Bulletin  13-2C,  as  reissued,  is  effective  April  7,  1986. 
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Paul  E. 

Commissioner  of  Banks 
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Reference  No.  87-1 


GOVERNMENT  DOCUMENTS 
COLLECTION 

APR  271987 


April   8,    1987 


University  of  Massachusetts 
Depository  Copy 


Massachusetts  General  Laws 
Chapter  167E,  Section  2, 

Subsection  B,  paragraph  10 
All  state -chartered  banks  and 

credit  unions. 


Opinion 

Relative  to 

Administrative  Bulletin  13-2C  (Revised) 

Entitled  Memorandum  on  Adjustable  Rate  Mortgage  Loans 

Reissued  on  March  15,  1986 


The  Division  of  Banks  is  in  receipt  of  a  request  seeking  authorization 
to  offer  an  adjustable  rate  mortgage  loan  product  which  contains  a  new  loan 
design  component.  Due  to  the  nature  of  the  request,  the  Division's  response  is 
being  directed  to  the  industry. 

This  proposed  product  has  been  reviewed  under  General  Laws  Chapter  167E, 
Section  2, Subsection  B,  paragraph  10  and  the  Commissioner  of  Banks'  Memorandum 
on  Adjustable  Rate  Mortgage  Loans  (ARM  Guidelines)  found  in  Administrative 
Bulletin  Reference  No.  13-2C  (Revised)  reissued  on  March  15,  1986.   The  ARM 
Guidelines  apply  to  adjustable  rate  mortgage  loans  made  or  acquired  by  state- 
chartered  financial  institutions  for  the  purpose  of  financing  or  refinancing  the 
purchase  of  certain  owner-occupied  dwellings. 

The  proposed  new  adjustable  rate  mortgage  loan  design  component  is  a 
hybrid.   It  combines  the  features  of  a  fixed  rate  mortgage  loan  with  those  of  an 
adjustable  rate  mortgage  loan.   The  loan  product  is  a  30  year  loan  having  an 
initial  period  of  seven  years  with  a  fixed  rate  of  interest  set  in  relation  to 
market  rates.   Thereafter,  the  rate  would  be  adjusted  at  three-year  intervals 
based  upon  an  identifiable  regional  or  national  index  plus  a  margin  which  is 
specified  in  the  mortgage  note.   All  other  aspects  and  features  of  the  proposed 
adjustable  rate  mortgage  loan  would  conform  to  existing  ARM  Guideline 
requirements . 

The  Division  has  examined  whether  the  proposed  loan  design  component 
conflicts  with  any  ARM  Guideline  provision  and  whether  it  would  benefit  con- 
sumers.  The  only  potential  conflict  is  presented  by  Section  3.02  of  the  ARM 
Guidelines.   This  section  states  that  adjustment  intervals  "...  should  be  of 
equal  length  . . . . "   The  proposal  initially  appears  to  contravene  this  provision. 
Section  3.02,  however,  is  not  phrased  in  mandatory  terms.   Consequently,  it  is 
the  Division's  position  that  Section  3.02  does  not  prohibit  an  initial  adjust- 
ment period  that  is  greater  or  less  than  successive  interest  rate  adjustment 
intervals. 
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Allowance  of  the  cited  loan  design  component  would  permit  the  development 
of  a  new  adjustable  rate  mortgage  loan  product.   This  loan  product  offers  poten- 
tial benefits  to  the  consumer.   It  would  give  the  consumer  a  previously  una- 
vailable intermediate  choice  in  mortgage  loan  products.  Such  a  program  may 
appeal  to  a  number  of  people,  including  first-time  homebuyers,  who  are  seeking 
the  advantages  of  a  fixed  rate  mortgage  but  who  do  not  qualify  under  secondary 
mortgage  market  standards  for  long-term  fixed  rate  mortgage  loans. 

Other  considerations  also  weigh  in  favor  of  the  proposal.   The  ARM 
Guidelines  are  not  intended  to  restrict  the  development  of  new  adjustable  rate 
mortgage  loan  products  or  design  components.  Moreover,  a  similar  loan  product 
is  already  being  offered  to  consumers  by  national  banks  under  guidelines  of  the 
Comptroller  of  the  Currency. 

Therefore,  the  Division  of  Banks  hereby  authorizes  state-chartered  finan- 
cial institutions  to  offer  adjustable  rate  mortgage  loan  products  containing  a 
combined  fixed  and  adjustable  rate  loan  design  component „   This  loan  design  com- 
ponent may  have  a  market -driven,  fixed  rate  initial  adjustment  interval  that  is 
longer  than  subsequent  adjustment  intervals.   All  subsequent  adjustment  inter- 
vals, however,  must  be  of  equal  length.   The  interest  rate  for  subsequent  - 
adjustment  intervals  shall  be  set  equal  to  the  preselected  index  and  margin  con- 
tained within  the  mortgage  note  in  accordance  with  Section  3.00  and  other  appli- 
cable sections  of  the  ARM  Guidelines. 


•O 


Andrew  J.  Calafoare 
Commissioner  of  Banks 
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The  Commonwealth  of  Massachusetts 


ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COMMISSIONER  OF  BANKS 


Reference  No.  88-1  Massachusetts  General  Laws 

May  16,  1988  Chapter  MOD,  section  15A 

Chapter  MOD,  section  3(b) 
All  Card  Issuers  Under 
Open  End  Credit  Plans 

Opinion  Relative  to 

Certain  Open  End  Credit  Plan 

Disclosures  Under 

Chapter  595  of  the  Acts  of  1987 

The  Division  of  Banks  has  received  numerous  inquiries  regarding 
compliance  with  certain  additional  consumer  credit  disclosures  mandated  by 
Section  2  of  chapter  595  of  the  Acts  of  1987.  Due  to  the  recurring  nature  of 
these  inquiries,  the  Division's  response  is  being  directed  to  the  consumer 
credit  industry  at  large. 

Section  2  of  Chapter  595  amends  the  Massachusetts  Truth-in-Lending  Law, 
General  Laws,  chapter  140D,  by  inserting  a  new  section  15A.  This  new  section 
mandates  specific  additional  disclosures  on  open-end  credit  plan  applications 
and  pre-approved  written  solicitations  which  are  mailed  or  distributed  on  or 
after  July  1,  1988,  on  behalf  of  credit  card  issuers  to  Massachusetts 
residents.  The  statute  requires  the  following  information  to  be  prominently 
disclosed  on  such  forms  in  easily  understood  language:  the  current  annual 
percentage  rate  for  finance  charges  and,  if  the  rate  may  vary,  a  statement  to 
that  effect  and  of  the  circumstances  under  which  the  rate  may  increase  and 
whether  there  are  any  limitations  on  any  such  increase;  as  well  as  the  effects 
of  any  such  increase;  the  conditions  under  which  a  finance  charge  may  be 
imposed,  including  the  time  period  within  which  any  credit  extended  may  be 
repaid  without  incurring  a  finance  charge;  whether  any  annual  fee  is  charged 
and  the  amount  of  any  such  fee;  and  whether  any  other  charges  or  fees  may  be 
assessed,  the  purposes  for  which  they  are  assessed,  and  the  amount  of  any  such 
charges  or  fees. 

The  statute  also  permits  card  issuers  to  voluntarily  submit  examples  of 
their  applications,  solicitations  and  advertisements  for  review  by  the 
Division.  Approval  by  the  Commissioner  constitutes  prima  facie  evidence  of 
compliance  with  the  disclosure  provisions  of  General  Laws  chapter  140D, 
section  15A.  It  is  this  review  and  approval  process,  however,  that  has 
generated  current  industry  inquiries. 
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The  industry's  questions  generally  center  on  what  constitutes  a  suitable 
format  for  the  information  required  to  be  disclosed  by  General  Laws 
chapter  140D,  section  15A.  No  particular  format  or  model  is  either  suggested 
or  provided  by  the  statute.  The  only  specific  requirement,  however,  is  that 
the  required  information  be  "prominently  disclose[d]  in  easily  understood 
language".  This  is  the  general  standard  by  which  the  Division  will  review  all 
proposed  forms  and  disclosures  submitted  under  General  Laws  chapter  HOD, 
section  15A.  Any  individual  form,  regardless  of  format,  which  meets  this 
standard  will  be  approved.  Nevertheless,  a  certain  degree  of  confusion  has 
been  expressed  on  how  to  design  a  form  which  meets  this  standard. 

The  Division  has  designed  the  attached  disclosure  format,  which  is 
fashioned  after  the  federal  truth-in-lending  box  format,  as  an  informal 
guide.  It  may  be  adapted  by  a  card  issuer  and  may  be  individually  submitted 
to  the  Division  for  formal  review  and  approval  under  General  Laws  chapter 
140D,  section  15A.  The  Division  will  attempt  to  process  and  approve  adapted 
forms  on  an  expedited  basis. 

Another  recurring  question  concerns  the  method  by  which  the  "current 
annual  percentage  rate  for  finance  charges"  is  disclosed  under  variable  rate 
open-end  credit  plans.  Stating  the  "current"  APR  under  a  variable  rate 
open-end  credit  plan  is  an  often  elusive  task.  The  relatively  frequent 
finance  charge  rate  changes  inherent  in  such  variable  rate  credit  plans  makes 
long-term  compliance  with  the  application  disclosure  provisions  of  General 
Laws  chapter  140D  section  15A  extremely  difficult.  This  difficulty  is  most 
apparent  in  those  instances  where  the  APR  finance  charge  rate  under  a  variable 
rate  open-end  credit  plan  changes  subsequent  to  the  card  issuer's  publication 
and  distribution  of  application  forms  and  solicitation  materials.  The 
Division,  however,  believes  that  this  situation  can  be  addressed  by  providing 
certain  additional  information  on  the  application  form.  The  disclosure  for 
such  variable  rate  open-end  plan  must  state  the  current  APR  as  it  exists  on 
the  date  the  particular  application  form  was  printed  and  distributed.  A  card 
issuer,  however,  should  further  disclose  the  date  that  such  an  APR  rate  was 
calculated,  the  length  it  will  remain  in  effect,  and,  a  toll  free  telephone 
number  where  the  applicant  can  obtain  updated  APR  finance  charge  rates.  A 
card  issuer  supplying  this  additional  information  will  be  in  compliance  with 
the  current  annual  percentage  finance  charge  disclosure  requirements  of 
General  Laws  chapter  140D,  section  15A  for  a  variable  rate  credit  plan. 
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ATTACHMENT 


The  following  format  must  appear  on  the  application  form,  or  be  physically 
attached  thereto. 


ANNUAL 
PERCENTAGE 
RATE  (1) 

VARIABLE 
RATE  INDEX 
AND 
SPREAD  (2) 

ANNUALIZED 
MEMBERSHIP 
OR 
PARTICI- 
PATION 
FEE  (3) 

TRANS- 
ACTION 
AND  OTHER 

FEES  (4) 

GRACE 
PERIOD  (5) 

The  following  information  must  be  disclosed  in  the  appropriate  spaces  above: 

(1)  The  current  annual  percentage  rate  (APR)  for  finance  charges  for  fixed  rate 
open-end  credit  plans.  The  current  annual  percentage  rate  under  a  variable  rate 
open-end  credit  plan  may  be  disclosed  as  of  the  date  of  printing  and  distribution 
of  the  application  form,  provided,  the  card  issuer  further  discloses  the  date 
such  APR  was  calculated,  the  length  such  rate  will  remain  in  effect  and,  a  toll 
free  telephone  number  where  an  applicant  can  obtain  updated  APR  finance  charge 
rates. 

(2)  The  effect  and  circumstances  under  which  the  rate  may  increase;  the  limitations 
on  any  such  increases;  and,  the  effects  of  any  such  increase  for  variable  rate 
open-end  credit  plans. 

(3)  Whether  any  annual  fees  are  charged  and  the  amount  of  any  such  fees. 

(4)  Whether  any  other  charges  or  fees  may  be  assessed,  the  purposes  for  which  they 
are  assessed  and  the  amounts  of  any  such  charges  or  fees. 

(5)  The  conditions  under  which  a  finance  charge  may  be  imposed,  including  the  time 
period  within  any  credit  extended  may  be  repaid  without  incurring  a  finance 
charge. 

(6)  Card  issuers  must  complete  each  column.  If  a  particular  column  does  not  apply  to 
an  open-end  credit  plan,  the  card  issuer  must  indicate  such  a  fact,  by  the  words 
"No"  or  "None"  or  "Does  Not  Apply". 
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The  Commonwealth  of  Massachusetts 


ADMINISTRATIVE  BULLETIN 

OFFICE  OF  THE  COMMISSIONER  OF  BANKS 


Reference  No.  90-2  Massachusetts  General  Laws 

April  30,  1990  Chapter  167,  sections  6,  7 

and   8 
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OPINION   RELATIVE    TO 

ADMINISTRATIVE   BULLETIN   18-2C    (Revised) 

HOME  MORTGAGE  DATA  REPORTING  AND  DISCLOSURE 


The  Division  of  Banks  issued  a  revised  Administrative  Bulletin  18-2C  on 
March  12,  1990,  governing  home  mortgage  data  reporting  and  disclosure 
requirements  for  banks  as  defined  in  the  Bulletin.   The  purpose  of  the  Bulletin 
was  to  ensure  that  current  home  mortgage  data  collection  and  disclosure 
requirements  under  state  law  conform  to  federal  requirements  in  the  Home  Mortgge 
Disclosure  Act  and  its  implementing  provisions,  Regulation  C,  found  at 
12  CFR  Part  203.   By  clarifying  two  issues  raised  by  the  Bulletin,  this  Opinion 
will  provide  for  continued  regulatory  consistency  on  home  mortgage  reporting  and 
disclosure  requirements  in  the  Commonwealth.   The  issues  and  the  Division's 
interpretations  are  as  follows . 

Compliance  by  a  subsidiary  - 

A  bank  is  defined  within  Administrative  Bulletin  18-2C 
(Revised)  to  include  a  wholly-owned  or  a  majority- 
owned  subsidiary.   To  comply  with  the  data  collection 
as  well  as  the  disclosure  and  reporting  requirements 
of  the  Bulletin,  any  such  subsidiary  must  maintain  its 
own  records  and  subsequently  file  its  own  reports,  in 
duplicate,  at  the  same  time  the  parent  bank  files  its 
reports  with  the  Division.   Therefore,  a  subsidiary's 
reports  are  separate  and  in  addition  to  those  for  the 
bank  itself. 

Presence  within  a  PMSA  or  MSA  by  a  subsidiary  - 
A  bank  is  further  defined  in  Administrative  Bulletin 
18-2C  (Revised)  to  include  only  those  institutions 
having  a  main  office  or  branch  office  in  a  primary 
metropolitan  statistical  area  (PMSA)  or  a  metropolitan 
statistical  area  (MSA)  specified  in  the  Bulletin.   For 
the  purposes  of  the  Bulletin,  a  wholly-owned  or  a 
majority -owned  subsidiary  of  a  bank  is  deemed  to  have  an 
office  in  a  PMSA  or  MSA  if,  in  the  preceeding  calendar 
year,  it  received  applications  for,  originated,  or 
purchased  five  or  more  home  purchase  or  home  improvement 
loans  on  property  located  in  that  PMSA  or  MSA.   Therefore, 
such  a  subsidiary  may  be  required  to  comply  with  the 
collection,  reporting  and  disclosure  provisions  of  the 
Bulletin  despite  the  lack  of  a  physical  presence  in  the 
specified  PMSAs  or  MSAs . 

The  interpretations  contained  herein  shall  be  effective  retroactive  to 
January  1,  1990,  the  effective  date  of  the  Bulletin. 
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WILLIAM  F.  WELD 

GOVERNOR 

ALAN  R.  MORSE,  JR. 

COMMISSIONER 


August  31,  1993 


TO  THE  CHIEF  EXECUTIVE  OFFICER: 


The  Division  of  Banks  ("the  Division")  today  released  Administrative  Bulletin  5-10,  called  the 
"Community  Reinvestment  and  Fair  Lending  Policy."  A  copy  is  enclosed.  Its  principal  objective  is 
to  encourage  state-chartered  banks  and  credit  unions  to  adhere  to  fair  lending  policies  and  practices. 
The  Bulletin  outlines  the  Division's  expectations  of  institutions  to  detect  and  eliminate  potentially 
discriminatory  policies  and  practices.  The  policy  also  introduces  a  new  performance  category  into  the 
Community  Reinvestment  Act  ("CRA")  Examination  called,  "Fair  Lending  Policies  and  Practices." 
In  addition,  the  policy  defines  the  role  of  an  institution's  overall  CRA  performance  in  the  regulatory 
application  process. 

Fair  lending  benefits  not  only  the  institution's  bottom  line,  but  also  the  individual,  society  and 
the  economy.  Institutions  that  turn  away  potentially  creditworthy  customers,  deny  themselves  the 
opportunity  to  establish  relationships  with  new  customers  and  generate  new  revenues.  By  identifying 
more  creditworthy  individuals,  including  those  living  in  low  and  moderate-income  communities,  the 
industry  improves  the  quality  of  life  in  all  neighborhoods. 

The  Division  has  reviewed  the  practical  requirements  of  this  new  policy,  and  believes  that  they 
arc  not  overly  burdensome.  Many  institutions  have  already  designed  innovative  programs  to  address 
the  issue  of  discrimination.  In  addition,  many  of  the  expectations  which  are  outlined  make  good 
business  sense  in  that  they  will  help  institutions  to  understand  and  meet  the  needs  of  the  markets 
they  serve. 

The  Division  is  committed  to  ensuring  that  institutions  are  in  compliance  with  all  fair  lending 
laws  and  regulations.  As  part  of  our  ongoing  efforts  to  improve  examination  techniques,  the  Division 
will  implement  new  examination  procedures  relative  to  the  new  performance  category. 


Very  truly  yours. 


Alan  R.  Morse,  Jr. 
Commissioner  of  Banks 
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COMMONWEALTH  OF  MASSACHUSETTS 


DIVISION  OF  BANKS 


ADMINISTRATIVE  BULLETIN 


Ref.  No. 


5-10 


All  Banks  and  Credit  Unions 


Issued: 


August  31,  1993 


G.L.  c.  167,  §14 


COMMUNITY  REINVESTMENT  AND  FAIR  LENDING  POLICY 

The  purpose  of  this  policy  statement  is  to  articulate  the  views  of  the  Division  of  Banks 
("Division")  concerning  discrimination  in  credit,  the  need  for  state-chartered  institutions  to 
aggressively  detect  and  eliminate  discrimination,  to  indicate  what  the  Division  expects  of  the 
institutions  it  supervises,  and  to  give  guidance  on  how  Financial  institutions  can  meet  these 
expectations.  In  addition,  this  policy  statement  will  introduce  a  new  performance  category  into  the 
Community  Reinvestment  Act  ("CRA")  examination  process  and  clarify  the  role  of  CRA  in  the 
regulatory  application  process. 

DISCRIMINATION  IN  CREDIT 

The  Equal  Credit  Opportunity  Act  ("ECO A")  regulations  (12  CFR  202  or  "Regulation  B") 
and  regulations  of  the  Massachusetts  Commission  Against  Discrimination  (804  CMR  7.00)  prohibit 
discrimination  on  the  basis  of  race,  color,  religion,  national  origin,  ethnic  origin,  sex,  marital  status, 
age,  or  because  all  or  part  of  the  applicant's  income  derives  from  a  public  assistance  program.  These 
regulations  apply  not  only  to  mortgage  lending,  but  also  to  every  other  type  of  credit,  including  small 
business  lending.  Chapter  151B  of  the  Massachusetts  General  Laws  further  protects  mortgage 
applicants  on  the  basis  of  sexual  orientation  or  handicap.  Fair  lending  on  the  part  of  institutions 
enhances  the  communities  they  serve  and  increases  their  volume  of  business.  Therefore,  fair  lending 
also  helps  to  expand  the  economy. 

The  recent  study  by  the  Federal  Reserve  Bank  of  Boston  regarding  the  mortgage  lending 
patterns  in  the  Boston  area  indicated  that,  in  the  area  of  mortgage  financing,  discrimination  on  the 
basis  of  race  played  a  role  in  the  disparity  of  denial  rates  among  black  and  white  applicants1.  No 
studies  have  been  done  concerning  other  types  of  credit,  such  as  small  business  lending.  Many 
institutions,  however,  have  begun  to  address  these  issues  independently. 


1  Alicia  H.  Munnell;  Lynn  E.  Browne;  James  McEneaney;  Geoffrey  M.B.  Tootell.  Mortgage 
Lending  in  Boston:  Interpreting  HMDA  Data  (Boston,  MA:  Federal  Reserve  Bank  of  Boston, 
Working  Paper  Series  No.  92-7,  1992)  42-44. 
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NEED  TO  DETECT  AND  ELIMINATE  DISCRIMINATION 

Both  the  industry  and  the  financial  institutions'  supervisory  agencies  are  faced  with  the  many 
challenges  of  discrimination.  Overt,  intentional  discrimination  is  easily  recognized  and  quickly 
condemned.  Where  it  exists,  discrimination  today  is  far  more  likely  to  be  in  subtle  forms,  or  even 
unintentional.   This  is  an  area  in  which  the  industry  and  the  regulators  must  work  together. 

Bias  and  prejudice  must  not  impact  the  decisions  to  grant  credit  in  a  sound  and  fair  manner. 
Discrimination  will  not  be  eliminated  without  the  complete  support  and  assistance  of  an  institution's 
board,  management  and  staff.  The  Division  is  actively  developing  new  examination  procedures  to 
enable  its  examiners  to  detect  discrimination,  more  effectively.  The  Division  will  work  aggressively 
to  detect  discrimination  and  will  bring  suspected  cases  of  discrimination  to  the  attention  of  the 
appropriate  law  enforcement  authority. 

WHAT  THE  DIVISION  EXPECTS 

AJ1  state-chartered  institutions  are  expected  to  incorporate  fair  lending  as  a  goal  both  in  their 
written  loan  policies  as  well  as  in  their  mission  statements.  However,  simply  having  fair  lending  as 
a  goal  is  not  enough.  Institutions  must  work  proactively  to  eliminate  any  potentially  discriminatory 
policies,  practices  or  procedures. 

The  Division  reviews  an  institution's  compliance  with  fair  lending  laws  and  regulations  as  part 
of  its  CRA  examination  process.  The  Division  will  vigorously  examine  each  state-chartered  institution 
for  compliance  with  the  Equal  Credit  Opportunity  Act,  the  Community  Reinvestment  Act  and  the 
Home  Mortgage  Disclosure  Act  once  every  two  years.  Areas  which  the  Division  will  examine  for 
discrimination  include,  but  are  not  limited  to  the  following:  customer  and  community  outreach  and 
education;  marketing  techniques;  the  types  of  credit  available;  staff  composition;  pre-application  <^ 

policies  and  procedures  which  affect  loan  application  flow;  the  soundness  of  underwriting  standards 
and  the  consistency  of  their  implementation;  interviewing  techniques  and  the  consistency  of 
counselling;  third  party  involvement  (e.g.  brokers,  lawyers  and  appraisers)  and  notification  practices. 
Not  only  will  the  Division  review  all  aspects  of  the  credit  process  for  evidence  of  discrimination,  but 
it  is  also  expected  that  institutions  will  review  them  as  well. 

The  Division  has  developed  specific  criteria  which  lenders  may  use  to  detect  and  eliminate 
discriminatory  policies  and  practices.  Each  recommendation  should  be  reviewed  to  determine  how 
it  can  be  tailored  to  fit  an  individual  institution.  Specific  recommendations  should  be  adopted  and 
implemented  if  not  already  in  place.  Institutions  are  encouraged  to  be  innovative  in  their 
implementation  of  the  specific  recommendations  which  follow: 

•  STAFF  TRAINING  -  Staff  training  is  an   important  step  in  addressing  discrimination. 

Training  should  naturally  focus  on  compliance  with  fair  lending  laws  and  regulations.  In 
addition,  the  programs  should  convey  the  board's  and  senior  management's  commitment  to 
fair  lending  and  to  the  elimination  of  potentially  discriminatory  policies  and  practices. 
Training  programs  should  be  held  on  a  regular  basis  with  all  staff,  especially  those  who 
interact  with  the  public,  to  ensure  that  employees  are  familiar  with  their  responsibilities  to 
treat  everyone  in  a  fair,  uniform  and  non-discriminatory  manner.  However,  the  training 
programs  should  also  include  topics  such  as  diversity  training  to  eliminate  potential  personal 
bias.  Diversity  training  improves  an  appreciation  for  all  racial  and  ethnic  cultures  and  other 
individual  differences  which  otherwise  might  give  rise  to  personal  bias. 
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STAFF  COMPOSITION  AND  COMPENSATION-  All  institutions  should  review  their  hiring 
and  promotional  practices.  By  maintaining  a  staff  with  diverse  backgrounds  and  language 
abilities,  an  institution  may  have  an  advantage  in  opening  untapped  markets  by  gaining  a 
better  understanding  of  the  needs  of  its  customers.  Input  from  a  diverse  staff  may  result  in 
marketing  programs  which  are  particularly  effective  in  attracting  applications  from  all 
segments  of  the  delineated  local  community.  This  is  especially  true  for  those  institutions 
located  in  areas  with  changing  demographic  compositions.  In  addition,  institutions  should 
review  their  compensation  structures  for  loan  originators.  Incentives  which  emphasize  loan 
size  exclusively  may  discourage  loan  originators  from  soliciting  lower-income,  minority  or  non- 
English  speaking  applicants. 

OUTREACH  -  An  effective  program  to  ascertain  the  credit  needs  of  the  community  is  crucial 
for  an  institution  to  understand  what  its  market  is  and  how  it  can  best  serve  that  market.  All 
institutions  are  assessed  for  their  efforts  to  ascertain  the  credit  needs  of  all  segments  of  their 
delineated  local  community,  including  low  and  moderate-income  areas.  If  an  institution 
establishes  a  presence  in  minority  and/or  non-English  speaking  communities,  it  can  better 
understand  the  needs  and  concerns  of  those  communities.  That  also  makes  good  business 
sense.  An  effective  ascertainment  program  can  also  have  the  benefit  of  helping  to  attract 
new  customers  by  informing  the  community  of  the  credit  services  the  institution  offers. 

CREDIT  PRODUCTS  AND  UNDERWRITING  STANDARDS  -  As  part  of  its  ongoing  CRA 
efforts,  an  institution  should  regularly  review  its  credit  products  to  determine  whether  those 
products  are  helping  to  meet  the  credit  needs  of  all  segments  of  the  institution's  delineated 
local  community.  These  efforts  should  include  an  analysis  as  to  whether  the  credit  products 
the  institution  currently  offers  are  those  which  the  community  actually  needs,  as  discerned 
through  its  ascertainment  efforts.  If  the  institution  is  not  doing  an  effective  job  in  reaching 
all  segments  of  the  community,  the  institution  should  consider  offering  alternative  lending 
products. 

Assessment  Factor  I  of  the  CRA  assesses  an  institution's  "use  of  flexible  lending  criteria, 
consistent  with  safe  and  sound  banking  practices."  In  addition,  Assessment  Factor  J  reviews 
an  institution's  "participation  in  government  lending  programs  for  housing  or  small 
businesses."  There  are  many  programs  which  an  institution  can  develop  or  participate  in  to 
assist  customers  who  do  not  necessarily  meet  all  of  the  standard  criteria  without  sacrificing 
prudent  underwriting  standards.  Certain  secondary  mortgage  market  purchasers,  such  as 
Federal  National  Mortgage  Association  ("Fannie  Mae")  and  Federal  Home  Loan  Mortgage 
Corporation  ("Freddie  Mac")  have  demonstrated  flexibility  in  their  mortgage  loan  programs 
and  have  recently  developed  new  underwriting  standards  which  could  enhance  lending  efforts 
in  minority,  low  and  moderate-income  and  non-English  speaking  communities. 

Institutions  are  reminded  that  §64  of  c.  183  of  the  Massachusetts  General  Laws  prohibits 
lenders  from  using  underwriting  standards  which  are  "arbitrary  or  unsupported  by  a  reasonable 
analysis  of  the  lending  risks  associated  with  a  residential  mortgage  transaction".  Underwriting 
standards  should  be  reviewed  to  determine  whether  they  arbitrarily  exclude  low  and 
moderate-income  residents  from  qualifying  for  a  mortgage.  This  in  no  way  implies  that  a 
lender  should  not  use  sound  underwriting  standards  when  considering  a  loan  application. 

MARKETING  -  Every  institution  is  expected  to  have  a  sound  and  effective  marketing 
strategy.  All  businesses  must  attract  new  customers  in  order  to  prosper.  Assessment  Factor 
B  of  the  CRA  assesses  an  institution's  efforts  to  inform  the  community  of  the  credit  services 
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it  offers.  An  institution  must  ensure  that  its  marketing  efforts  reach  all  segments  of  its 
delineated  local  community.  Advertising  strategies  should  reflect  the  racial  composition  of 
the  community  which  the  institution  serves.  These  marketing  efforts  may  include  call 
programs  to  brokers  or  representatives  in  minority  and  low  and  moderate-income  communities 
who  subscribe  to  fair  lending  policies  and  practices. 

A  physical  presence  in  minority  and  low  and  moderate-income  communities  is  an  extremely 
effective  means  to  market  and  deliver  banking  services.  Institutions  should  address  the 
problem  of  access  to  banking  services  by  reviewing  their  office  locations  and  hours  as  well  as 
services,  including  house  calls  to  prospective  loan  applicants.  Also,  in  areas  where  there  is 
a  significant  non-English  speaking  population,  institutions  should  make  an  effort  to  market 
the  institution's  credit  services  using  bilingual  means.  In  addition,  institutions  should  make 
every  attempt  to  inform  residents  of  their  credit  services  in  the  forum  they  feel  most  familiar. 
Contacts  with  religious  or  community  groups  can  be  effective  marketing  techniques  and  can 
also  serve  as  valuable  sources  of  information. 

CREDIT  EDUCATION  -  Institutions  can  also  benefit  by  participating  in  efforts  to  educate 
consumers  on  the  home  buying  and  credit  application  process.  The  consumer  benefits  by 
becoming  informed  about  the  process.  In  addition,  the  consumer  has  a  better  understanding 
of  both  the  advantages  and  problems  associated  with  home  ownership.  The  institution 
benefits  by  developing  a  relationship  with  a  well  informed  customer.  Institutions  can  hold 
their  own  credit  education  seminars  or  co-sponsor  seminars  with  other  institutions  or 
community  and  social  service  organizations. 

COUNSELLING  -  Institutions  should  be  aware  that  they  must  apply  credit  application 
assistance  in  a  consistent  manner.  When  any  applicant  requires  assistance,  the  institution 
should  take  the  time  to  take  them  through  the  application  process.  Most  mortgage 
applicants,  especially  first-time  home  buyers,  are  unfamiliar  with  the  aspects  of  the  application 
process.  These  aspects  include  the  requirements  of  private  mortgage  insurance  ("PMI")  and 
appraisal  standards.  Institutions  may  also  want  to  consider  referring  applicants  who  have 
problems  with  their  credit  histories  to  appropriate  credit  counselling  service  providers.  In 
addition,  each  institution  should  ensure  that  its  credit  standards  are  carried  out  fairly  and 
consistently,  including  the  application  of  compensating  factors. 

SECOND  REVIEW  PRACTICES  -  All  mortgage  and  small  business  lenders  in  Massachusetts 
are  required  to  refer  denied  applicants  to  the  Mortgage  Review  Boards  and  the  Small 
Business  Loan  Review  Boards.  These  boards  provide  a  valuable  second  review  process  for 
denied  applicants  who  believe  that  they  were  unfairly  turned  down.  However,  prior  to  the 
issuance  of  an  adverse  action  notice,  lenders  should  have  an  independent  internal  process  to 
review  the  application  to  determine  whether  the  institution's  application  procedures  were 
followed.  In  addition,  denied  applications  should  be  compared  with  approved  applications  to 
determine  whether  or  not  compensating  factors  were  applied  fairly  and  consistently. 

INTERNAL  CONTROL  PROCEDURES  -  In  order  to  ensure  that  policies  and  procedures 
are  not  discriminatory  as  well  as  for  quality  control  purposes,  an  institution  should  consider 
self-testing  or  a  comparable  alternative.  Certainly,  second  review  practices  and  regular 
analysis  of  the  geographic  distribution  of  applications  and  originations,  as  well  as  local 
demographic  data,  are  important  steps  in  the  review  of  an  institution's  practices.  An 
institution  may  also  want  to  consider  the  use  of  paired  testers.  These  testers  can  determine 
whether  or  not  personnel  at  the  institution  are  steering  or  prescreening  applicants  or  showing 
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preferential  treatment  to  one  applicant  over  another.  It"  the  results  show  disparate  treatment 
of  the  testers,  that  may  indicate  evidence  of  discrimination.  Any  evidence  of  discriminatory 
practices  should  be  dealt  with  swiftly  and  firmly  by  the  institution.  Institutions  should  also 
implement  complaint  resolution  systems  to  effectively  respond  to  complaints  from  customers. 
It  should  also  be  noted  that  the  undertaking  a  self-testing  program  will  be  accorded  significant 
positive  consideration  under  Assessment  Factor  D  and  the  new  performance  category  outlined 
below. 

NEW  PERFORMANCE  CATEGORY  IN  THE  CRA  EXAMINATION  PROCESS 

The  Division  will  use  innovative  means  in  the  examination  process  to  detect  suspected 
discriminatory  practices.  Therefore,  the  Division  today  has  adopted  a  new  policy  with  regard  to  the 
role  of  discrimination  in  the  CRA  examination,  pursuant  to  clause  (m)  of  the  fifteenth  paragraph  of 
§14,  c.  167  of  the  Massachusetts  General  Laws. 

The  Division  rates  an  institution  with  one  of  four  descriptive  ratings  (Outstanding, 
Satisfactory,  Needs  to  Improve  and  Substantial  Noncompliance).  As  a  matter  of  policy,  a  rating  is 
assigned  to  each  of  the  five  performance  categories:  Ascertainment  of  Community  Credit  Needs, 
Marketing  and  Types  of  Credit  Offered  and  Extended,  Geographic  Distribution  and  Record  of 
Opening  and  Closing  Offices,  Discrimination  and  Other  Illegal  Credit  Practices,  and  Community 
Development.  Beginning  November  1,  1993,  the  Division  will  assess  an  institution's  record  under  a 
new  performance  category.  This  category  will  be  entitled  "Fair  Lending  Policies  and  Practices".  This 
performance  category  shall  encompass  all  of  the  above-mentioned  expectations.  Those  institutions 
which  adopt  and  implement  these  fair  lending  policies  and  practices  will  be  given  a  positive  rating  for 
such  efforts.  Conversely,  those  institutions  which  fail  to  pursue  fair  lending  policies  and  practices  will 
be  given  a  less  than  satisfactory  rating  in  this  performance  category.  (See  Appendix  for  a  profile  of 
the  individual  ratings  in  the  new  performance  category.  These  profiles  are  not  exclusive.)  As  is  the 
case  now,  an  institution's  overall  CRA  rating  will  not  be  a  net  average  of  the  performance  categories. 
Rather,  the  examiner  will  continue  to  take  all  factors  into  consideration  when  deciding  how  to  weigh 
the  performance  categories  and  the  individual  assessment  factors. 

FAIR  LENDING  ENFORCEMENT  POLICY 

All  cases  of  suspected  discrimination  will  be  referred  to  the  appropriate  law  enforcement 
agency. 

ROLE  OF  CRA  IN  THE  REGULATORY  APPLICATION  PROCESS 

The  Division  regularly  considers  applications  from  institutions  which  require  regulatory 
approval,  including  applications  to  open,  close  and  relocate  branches  and  ATMs  as  well  as  for 
mergers  and  acquisitions.  In  all  such  transactions,  an  institution's  CRA  rating  is  considered  when 
deciding  whether  or  not  to  approve  an  application.  Community  groups  may  protest  an  institution's 
application  before  the  Division.  However,  complaints  against  an  institution  should  not  be  raised 
solely  at  the  time  of  an  application.  Rather,  any  complaints  against  an  institution  should  be  brought 
to  the  attention  of  the  Division  on  an  ongoing  basis,  especially  if  someone  suspects  an  institution  of 
discrimination. 

IMPLEMENTATION 

It  is  hoped  that  by  implementing  the  above  criteria,  institutions  will  go  a  long  way  in 
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eliminating  potentially  discriminatory  lending  policies  and  practices.  Fair  lending  is  a  goal  which 
benefits  not  only  the  institution  and  the  community  it  serves,  but  also  the  individual,  society  and  the 
overall  economy.  ft 

All  institutions  will  be  expected  to  be  in  compliance  with  the  above-mentioned  criteria 
effective  November  1,  1993.  However,  all  institutions  should  begin  to  implement  these  initiatives  as 
soon  as  possible.  Therefore,  any  institution  which  is  examined  by  the  Division  in  the  interim  period 
and  which  has  adopted  and  implemented  any  or  all  of  the  aforementioned  efforts,  will  be  given 
positive  consideration  in  the  CRA  examination. 


» 
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APPENDIX  TO  ADMINISTRATIVE  BULLETIN  5-10 
OUTSTANDING 

The  institution  has  an  outstanding  record  of  developing  and  implementing  fair  lending  policies  and 
practices. 

This  may  take  the  form  of: 

•  ongoing  and  comprehensive  training  programs  for  all  staff  levels,  including  compliance  with 
fair  lending  laws  and  regulations,  as  well  as  diversity  training. 

•  ongoing  review  of  the  composition  of  its  staff  and  proactive  attempts  to  attract  employees 
which  reflect  the  general  composition  of  its  delineated  local  community. 

•  established  compensation  structure  which  encourages  loan  originators  to  solicit  applications 
from  all  segments  of  its  delineated  local  community. 

•  ongoing,  meaningful  and  creative  outreach  program  designed  to  ascertain  the  credit  needs  of 
its  entire  delineated  local  community,  including  low  and  moderate-income  areas. 

•  developed  and  available  credit  products  designed  to  meet  community  credit  needs,  including 
products  with  flexible  lending  criteria  and/or  government  lending  programs. 

•  established  effective  and  innovative  marketing  strategy  designed  to  inform  all  segments  of  its 
delineated  local  community,  including  low  and  moderate-income  and  minority  areas,  of  the 
credit  services  it  offers. 

•  ongoing  and  meaningful  participation  in  community  lending  forums  to  increase  consumers' 
awareness  of  the  lending  process. 

•  ongoing  and  thorough  efforts  to  counsel  applicants  through  the  application  process  and  refer 
applicants  to  credit  counseling. 

•  ongoing  independent  internal  second  review  process  whereby  all  denied  applications  are 
reviewed  to  ensure  compliance  with  fair  lending  laws  and  regulations. 


• 


established  and  ongoing  internal  control  procedures,  such  as  self-testing  or  a  comparable 
program  to  ensure  that  the  institution's  policies  and  procedures  are  being  followed  and  that 
discrimination  does  not  play  a  part  in  the  application  flow,  the  origination  and/or  the  credit 
decision  process. 


r\ 
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SATISFACTORY 

The  institution  has  a  satisfactory  record  of  developing  and  implementing  fair  lending  policies  and  f* 

practices. 

This  may  take  the  form  of: 

•  regular2  training  programs  for  all  staff  levels,  including  compliance  with  fair  lending  laws  and 
regulations. 

•  regular  review  of  the  composition  of  its  staff  and  efforts  to  attract  employees  which  reflect 
the  general  composition  of  the  delineated  local  community. 

•  established  compensation  structure  which  encourages  loan  originators  to  solicit  applications 
from  all  segments  of  its  delineated  local  community. 

•  regular  contact  with  organizations  and  individuals  for  the  purpose  of  effectively  ascertaining 
the  credit  needs  of  the  local  delineated  community. 

•  developed  credit  products,  including  those  with  flexible  lending  criteria  and/or  government 
lending  programs. 

•  regular  efforts  to  market  the  institution's  credit  services  to  all  segments  of  its  delineated  local 
community,  including  low  and  moderate-income  and  minority  areas. 

•  regular  participation  in  community  lending  forums  to  increase  consumers'  awareness  of  the 
lending  process.  (\ 

•  regular  efforts  to  counsel  applicants  through  the  application  process  and  refer  applicants  to 
credit  counseling. 

•  regular  efforts  to  additionally  review  all  denied  applications  to  ensure  compliance  with  fair 
lending  laws  and  regulations. 

•  use  of  internal  control  procedures,  such  as  self-testing  or  a  comparable  program  to  ensure 
that  the  institution's  policies  and  procedures  are  being  followed  and  that  discrimination  does 
not  play  a  part  in  the  application  flow,  the  origination  and/or  the  credit  decision  process. 


2  The  word  "regular"  differs  from  "ongoing"  in  the  degree  of  intensity  of  the  program  or  review. 
This  includes  the  comprehensiveness  and  frequency  of  the  program  or  review  and  the  level  of 
resources  devoted  to  such. 
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NEEDS  TO  IMPROVE 
I 

^P»  The  institution  needs  to  improve  its  efforts  to  develop  and  implement  fair  lending  policies  and 

practices. 

This  is  represented  by: 

•  limited  training  programs  for  compliance  with  anti-discrimination  laws  and  regulations. 

•  limited  reviews  of  the  composition  of  its  staff  or  attempts  to  attract  employees  which  reflect 
the  general  composition  of  its  delineated  local  community. 

•  compensation  structure  may  not  encourage  loan  originators  to  solicit  applications  from  all 
segments  of  its  delineated  local  community. 

•  limited  contact  with  area  organizations  and  individuals  to  ascertain  the  credit  needs  of  the 
delineated  local  community. 

•  no  credit  products  which  make  use  of  flexible  lending  criteria  and/or  government  lending 
programs. 

•  marginal  efforts  to  market  the  institution's  credit  services  to  all  segments  of  its  delineated 
local  community. 

•  minimal  participation  in  community  lending  forums  to  increase  consumers'  awareness  of  the 
lending  process. 

•  limited  efforts  to  counsel  applicants  through  the  application  process. 

•  limited  efforts  to  review  all  denied  applications  to  ensure  compliance  with  fair  lending  laws 
and  regulations. 

•  limited  or  no  internal  control  procedures  to  ensure  that  the  institution's  policies  and 
procedures  are  being  followed  and  that  discrimination  does  not  play  a  part  in  the  application 
flow,  the  origination  and/or  the  credit  decision  process. 

SUBSTANTIAL  NONCOMPLIANCE 

The  institution  has  made  no  efforts  to  develop  and  implement  fair  lending  policies  and  practices. 
This  is  represented  by: 

•  no  training  programs  for  compliance  with  anti-discrimination  laws  and  regulations. 

•  no  efforts  to  review  the  composition  of  its  staff  or  attempt  to  attract  employees  which  reflect 
the  general  composition  of  its  delineated  local  community. 

•  compensation  structure  discourages  loan  originators  from  soliciting  applications  from  all 
segments  of  its  delineated  local  community. 
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•  few  if  any  contacts  with  area  organizations  and  individuals  to  ascertain  the  credit  needs  of  its 
delineated  local  community. 

•  no  credit  products  which  make  use  of  flexible  lending  criteria  and/or  government  lending 
programs,  even  though  a  need  for  such  products  is  evident. 

•  few  if  any  efforts  to  market  the  institution's  credit  services  to  all  segments  of  its  delineated 
local  community. 

•  no  participation  in  community  lending  forums  to  increase  consumers'  awareness  of  the  lending 
process. 

•  no  efforts  to  counsel  applicants  through  the  application  process. 

•  no  efforts  to  review  denied  applications  to  ensure  compliance  with  fair  lending  laws  and 
regulations. 

•  no  internal  control  procedures  to  ensure  that  the  institution's  policies  and  procedures  are 
being  followed  and  that  discrimination  does  not  play  a  part  in  the  application  flow,  the 
origination  and/or  the  credit  decision  process. 
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To  the  Chief  Executive  Officer  Addressed: 


k 


Enclosed  please  find  a  copy  of  the  newly  issued  Administrative  Bulletin  9-6,  entitled  "Credit  Union 
Investment  in  Foreign  Government  Bonds."  This  policy  statement  governs  credit  union  investments 
in  bonds  of  certain  foreign  governments.  G.  L.  c.  171,  §67(s)  expressly  authorizes  credit  unions  to 
invest  in  "...  bonds  of  governments  or  countries  friendly  to  the  United  States  as  defined  by  the  United 
States  Department  of  State."  This  interpretive  policy  statement  clarifies  which  countries  qualify  under 
this  investment  authority. 

This  issue  recently  arose  during  a  safety  and  soundness  examination  of  a  credit  union  where  the 
legality  of  a  credit  union's  investment  in  certain  bonds  issued  by  the  State  of  Israel  was  questioned. 
At  issue  was  whether  these  bonds  met  the  above  quoted  statutory  requirements.  Since  Israel 
maintains  diplomatic  relations  with  the  United  States,  this  type  of  investment  is  lawful  under  G.  L. 
c.  171,  §67(s)  and  Administrative  Bulletin  9-6.  Please  refer  to  the  enclosed  April  26,  1995  "Fact 
Sheet"  on  "Independent  States  and  Dependencies"  issued  by  the  U.S.  Department  of  State,  Bureau 
of  Public  Affairs,  Office  of  Public  Communication,  for  a  complete  list  of  foreign  countries  maintaining 
diplomatic  relations  with  the  United  States. 

In  closing,  credit  unions  are  cautioned  that  any  investment,  particularly  investments  undei  G.  L.  c. 
171,  §67(s),  must  be  suitable,  high  quality  investments  made  in  accordance  with  prudent  and  sound 
investment  practices. 


This  Administrative  Bulletin  also  is  being  distributed  to  all  Division  of  Banks  Examiners  and  to  the 
Regional  Director  of  the  National  Credit  Union  Administration. 
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G.L.  c.  171,  §67(s) 


Credit  Union  Investment  in  Foreign  Government  Bonds 


AUTHORITY 

AND  SCOPE  This  policy  statement  is  issued  by  the  Division  of  Banks  ("Division")  under  the  authority 
of  G.  L.  c.  171,  §67 (s).  It  governs  credit  union  investments  in  bonds  of  certain  foreign 
governments.  G.  L.  c.  171,  §67(s)  expressly  authorizes  credit  unions  to  invest  in  "... 
bonds  of  governments  or  countries  friendly  to  the  United  States  as  defined  by  the  United 
States  Department  of  State."  This  interpretive  policy  statement  clarifies  which  countries 
qualify  under  this  investment  authority. 


BACK- 
GROUND 


The  Division  has  determined  that  the  United  States  Department  of  State  ("State 
Department")  does  not  formally  designate  or  identify  governments  or  countries  as 
"friendly"  to  the  United  States.  The  State  Department,  however,  does  identify 
governments  or  countries  which  have  diplomatic  relations  with  the  United  States. 
Periodically,  it  also  makes  lists  of  such  countries  available  to  the  public.  You  may  request 
a  hard  copy  of  the  "Fact  Sheet"  entitled,  "Independent  States  and  Dependencies"  from: 

U.S.  Department  of  State  Bureau  of  Public  Affairs,  Office  of  Public  Communication 
2201  C  Street  N.W.,  Washington,  D.C.   20520  --  (202)  647-6575. 

This  document  also  may  be  obtained  by  facsimile  machine.  Call  (202)  736-7720  to  receive 
a  facsimile  copy  on  demand.  Listen  to  instructions  and  when  appropriate,  key  in  244  for 
the  document  number. 


STANDARD  For  purposes  of  determining  compliance  with  G.  L.  c.  171,  §67(s),  the  Division  considers 
those  governments  or  countries  identified  by  the  Department  of  State  as  having 
diplomatic  relations  with  the  United  States  to  be  "friendly"  as  the  term  is  used  in  the  law. 

This  determination  does  not  relieve  a  credit  union  of  the  responsibility  to  invest  in 
suitable,  high  quality  investments  made  in  accordance  with  prudent  and  sound  investment 
practices.  Any  such  investment  also  must  be  consistent  with  the  credit  union's  written 
investment  policies  which  must  expressly  authorize  this  type  of  investment  and  prescribe 
aggregate  limitations  on  such  investments.  A  credit  union  also  must  fully  consider  the 
unique  currency,  political  and  other  risks  inherent  in  investing  in  the  bonds  of  foreign 
countries. 


EFFECTIVE 

DATE  This  policy  statement  is  effective  immediately. 
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Fact  Sheet 


Independent  States  and  Dependencies  as  of  April  26, 1995 


independent  States1 


Short-form  name 

Long-form  name 

Code1 

Capital 

001.  Afghanistan  '+ 

Islamic  State  of  Afghanistan 

AF 

Kabul 

002.  Albania  *+ 

Republio  of  Albania 

AL 

Tirana 

003.  Algeria  •+ 

Democratic  and  Popular  Republic  of  Algeria 

AG 

Algiers 

004.  Andorra  "+ 

Principality  of  Andorra 

AN 

Andorra  la  Valla 

005.  Angola  "+ 

Republic  of  Angola 

AO 

Luanda 

006.  Anticua  and  Barbuda  "+ 

(no  long-form  name) 

AC 

Saint  John's 

007.  Argentina  *+ 

Argentine  Republio 

AR 

Buenos  Aires 

008.  Armenia  "+ 

Republic  of  Armenia 

AM 

Yerevan 

009.  Australia  *♦ 

Commonwealth  of  Australia 

AS 

Canberra 

010.  Austria  "+ 

Republic  of  Austria 

AU 

Vienna 

011.  Azerbaijan  ■+ 

Azerbaijani  Republic 

AJ 

Baku 

012.  Bahamas,  The  •+ 

Commonwealth  of  The  Bahamas 

BF 

Nassau 

01S.  Bahrain  *+ 

State  of  Bahrain 

BA 

Manama. 

014.  Bangladesh  *+ 

People's  Republic  of  Bangladesh 

BG 

Dhaka 

015.  Barbados  "+ 

(no  long-form  name) 

BB 

Bridgetown 

016.  Belarus  ++ 

Republic  of  Belarus 

BO 

Minsk 

017.  Belgium  •+ 

Kingdom  of  Belgium 

BE 

Brussels 

018.  Belize  *+ 

(no  long-form  name) 

BH 

Belmopan 

Oltf.  Benin  ■+ 

Republic  of  Benin 

BN 

Porto-Novo 

020.  Bhutan  + 

Kingdom  of  Bhutan 

BT 

Thimphu 

021.  Bolivia  S 

Republic  of  Bolivia 

BL 

La  Paz  (administrative) 
Sucre  (legislaZwe/jvAJ&wry) 

022.  Bosnia  and  Herzegovina  *+ 

Republic  of  Bosnia  and  Herzegovina 

BK 

Sarajevo 

023.  Botswana  *+ 

Republic  of  Botswana 

BC 

Gaborone 

024.  Brazil  V 

Federative  Republic  of  Brazil 

BR 

Brasilia. 

025.  Brun«i "» 

Negara  Brunei  Darussalam 

BX 

Bandar  Seri  Bagawan 

026.  Bulgaria  ■+ 

Republio  of  Bulgaria 

BU 

Sofia 

027.  Burkina  *+ 

Burkina  Faso 

uv 

Ouagadougou 

028.  Burma  *+ 

Union  of  Burma 

BM 

Rangoon 

029.  Burundi  ■+ 

Republic  of  Burundi 

BY 

Bujumbura 

030.  Cambodia  *+ 

Kingdom  of  Cambodia 

CB 

PhnomPenh 

031.  Cameroon  *+ 

Republic  of  Cameroon 

CM 

Yaounde 

032.  Canada  *+ 

(na  long-form  name) 

CA 

GttauTO. 

OSS.  Cape  Vtrde  *+ 

Republic  of  Cape  Verde 

cv 

Praia 

034.  Central  African  Republic  "*■ 

Central  African  Republic 

CT 

Bangvi 

035.  Chad  *+ 

Republic  of  Chad 

CD 

N'Djamena 

036.  Chile  *+ 

Republic  of  Chile 

CI 

Santiago 

037.  China  *+  (see  note3) 

Pcoplo'a  Republic  of  China 

CH 

Beijing 

038.  Colombia  *+ 

Republic  of  Colombia 

CO 

Bogota 

089.  CumoroB  T+ 

Federal  Islamic  Republio  of  the  Comoros 

CN 

Moroni 

040.  Congo  *+ 

Republic  of  the  Congo 

CK 

Brazzaville 

041.  Oosta  Rica  *+ 

Republic  of  Costa  Rica 

OS 

San  Jose 

042.  Cote  d'lvoire  (Ivory  Coaut)  *+ 

Republic  of  Cote  d'lvolra 

IV 

Yamoussoukro 

043.  Croatia  *+ 

Republic  of  Croatia 

HR 

Zagreb 

044.  Cuba  t 

Republic  of  Cuba 

CU 

Havana 

045.  Cyprus.  *  + 

Republic  of  Cyprus 

CY 

Nicosia 

046.  Czech  Rcpubh'c  *+ 

Czech  Republio 

EZ 

Prague 

•  Diplomatic  relations  with  the  Un 

Ited  Statea 

+  Member  of  United  Nations 

U.S.  Department  ot  State 

Bumsu  of  Public  Affairs 

Office  of  Public  Communication 


*&$ 


Short-form  name 

047.  Denmark  *+ 

048.  Djibouti  •+ 

049.  Dominica  *+ 

050.  Dominican  Republic  V 

051.  Ecuador  ♦ + 
052- EOT*  "+ 

053.  El  Salvador  *+ 

054.  Equatorial  Guinea  *+ 

055.  Eritrea  *+ 
OSS.  Estonia  »+ 

057.  Ethiopia  "+ 

058.  Fiji  ■+ 

059.  Finland  *t 
AGO.  France** 

061.  Gabon  r+ 

062.  Gambia,  The  *+ 
068.  Georgia  *+ 

064.  Germany  "t 

065.  Ghana** 

066.  Greece  ♦+ 

067.  Granada  *+ 

068.  Guatemala  "+ 

069.  Guinea** 

070.  Guinea-BiRsau  *+ 

071.  Guyana  *+ 

072.  Haiti  *-r 

073.  Holy  See' 
07-1,  Honduras  *+ 

075.  Hungary  *+ 

076.  Iceland  *+ 

077.  India  "+ 

078.  Indonesia  *+ 

079.  Iran* 

080.  Iraq  + 

081.  Ireland  T+ 
032.  Israel  ■+ 
083.  Italy  •+ 

0S4.  Jamaica.  *+ 

085.  Japan  '  * 

086.  Jordan*  * 

087.  Kazakhetnn  *+ 
083.  Kenya  *+ 

089.  Kiribati  ■ 

090.  Korea,  North  + 

091.  Korea,  South  *+ 
092-  Kuwait  •* 
098.  Kyrgyistan  *+ 

0S4.  Loos  *+ 
095.  Latvia  •+ 
09C.  Lebanon  ** 

097.  Lesotho  ++ 

098.  Liberia  ■+ 

099.  Libya  •+ 

100.  Liechtenstein  •+ 

101.  Lithuania  ** 

102.  Luxembourg  *+ 

103.  Macedonia,  The  Former  Yugoslav 

Republic  oft 

104.  Madagascar  *+ 


Long-form  name 

Kingdom  of  Denmark 
Republic  of  Djibouti 
Commonwealth  of  Dominies 
Dominican  Republic 

Republic  of  Ecuador 
Arab  Republic  of  Egypt 
Republic  of  El  Salvador 
Republic  of  Equatorial  Guinea 
State  of  Eritrea 
Republic  of  Estonia 
(no  long-form  name) 

Republic  of  FIJI 
Republic  of  Finland 
French  Republic 

Gaboncae  Republic 
Republic  of  The  Gambia 
Republic  of  Georgia 
Federal  Republic  of  Germany 
Republic  of  Ghana 
Hellenic  Republic 
(no  long-form  name) 

Republic  of  Guatemala 
Republic  of  Guinea 
Republic  of  GuInea«Blaaau 
Co-operative  Republic  of  Guyana 

Republic  of  Ham 
Holy  See 

Republic  of  Honduras 
Republic  of  Hungary 

Republio  of  Iceland 
Republic  of  India 
Republic  of  Indonesia 
Islamic  Republic  of  Iran 
Republic  of  Iraq 
(no  long-form  name) 
State  of  Israel 
Italian  Republic 

(no  long-form  name) 
(no  long-form  name) 
Haahemlte  Kingdom  of  Jordan 

Republic  of  Kazakhstan 

Republic  of  Kenya 

Republic  of  Kiribati 

Democratic  People's  Republic  of  Korea 

Republio  of  Korea 

State  of  Kuwait 

Kyrgyz  Republic 

Lao  People's  Democratic  Republio 

Republio  of  Latvia 

Republic  of  Lebanon 

Kingdom  of  Lesotho 

Republic  of  Liberia 

Socialist  People's  Libyan  Arab  Jamahlrlya 

Principality  of  Liechtenstein 

Republic  of  Lithuania 

Grand  Duchy  of  Luxembourg 

The  Former  Yugoslav  Republic 
of  Macedonia 
Republic  of  Madagascar 


code2 


capital 


DA 

Copenhagen 

DJ 

Djibouti 

DO 

Roseau 

DR 

Santo  Domingo 

EC 

Quito 

EG 

Cairo 

ES 

San  Salvador 

KK 

Malab 

ER 

Asmar 

EN 

Tallinn 

ET 

Addis  Ababa 

FJ 

Suva 

FI 

Helsinki 

FR 

Paris 

GB 

Libreville 

GA 

Banjul 

GG 

TWisi 

GM 

Berlin 

GH 

Accra 

GR 

Aiken* 

GJ 

Saint  Georgc'o 

GT 

Guatemala 

GV 

Conakry 

PU 

Bissau 

GY 

Georgetown 

HA 

Port-au-Prince 

VT 

Vatican  City 

HO 

Tegucigalpa 

HU 

Budapest 

IC 

Reykjavik 

IN 

New  Delhi 

ID 

Jakarta 

IB 

Tehran 

IZ 

Baghdad 

EI 

Dublin 

IS 

(eaenotfl*) 

IT 

Rome 

JM 

Kingston 

JA 

Tokyo 

JO 

Amman 

KZ 

Almaty 

KE 

Nairobi 

KR 

Taraim 

KN 

Pyongyang 

KS 

Seoul 

KU 

Kuiaa.it 

KG 

Bishkek 

LA 

Vientiane 

LG 

Riga 

LE 

Beirut 

LT 

Maseru 

LI 

Monrovia 

LY 

Tripoli 

LS 

Vaduz 

LH 

Vilnius 

LU 

Luxembourg 

MK 

Skopje 

MA 

Antananarivo 

Short-form  name 

105.  Malawi  •* 

106.  Malaysia  •+ 
'^Maldives  »+ 

;*+ 

ilLaV 
i±v.  marshal  1  Islands  "t 
111-  Mauritania  *+ 

112.  Mauritius  *+ 

113.  Mexico  •+ 

114.  Micronesia,  Federated  States  of  *+ 

115.  Moldova  «+ 
IIS.  Monaco  *+ 

117.  Mongolia  •+ 

118.  Morocco  *+ 

119.  Mozambique  *+ 

120.  Namibia  f + 

121.  Nauru  ■ 

122.  Nepal  ** 

123.  Netherlands  *+ 

124.  New  Zealand  »t 

125.  Nicaragua  ■+ 
135.  Niger  •+ 

127.  Nigeria** 

128.  Norway  *+ 

129.  Oman  •+ 

130.  Pakistan  *+ 
181.  Pohu  *+ 

132.  Panama  V 

133.  Papua  New  Guinea  ■* 

134.  Paraguay  *+ 

135.  Peru  *+ 
Phflippnco4+ 
Poland  ■+ 
Portugal  *+ 

139.  Qatar  "+ 

140.  Romania  *+ 

141.  Russia* -i 

142.  Rwanda  *+ 

143.  Saint  Kitte  and  Nevis  *+ 

144.  Saint  Lucia  "+ 

145.  Saint  Vincent  and  tlu> 

Grenadines  T+ 

146.  San  Marino  •+ 

147.  Sao  Tome  and  Principe  *+ 

148.  Saudi  Arabia  ■+ 

149.  Senegal  *+ 

150.  Seychelles  "+ 

151.  Sierra  Lcoric  T+ 

152.  Singapore  "+ 

153.  Slovakia  "+ 

154.  Slovenia  ** 

155.  Solomon  Islands  *+ 

156.  Somalia  «+ 

157.  South  Africa  *+ 


158.  Spain  •+ 

159.  Sri  Lanka 

160.  Sudan  *+ 


Long-form  name 

Republic  of  Malawi 
(no  long-form  name) 
Republic  of  Maldives 
Republic  of  Mafi 
(no  long-form  name) 
Republic  of  the  Marshall  Islands 
Islamic  Republic  of  Mauritania 
Republic  of  Mauritius 
United  Mexican  Ststee 
Federated  States  of  Micronesia 
Republic  of  Moldova 
Principality  of  Monaco 
(no  long-form  name) 
Kingdom  of  Morocco 
Republic  of  Mozambique 

Republic  of  Namibia 
Republic  of  Nauru 
Kingdom  of  Nepal  * 

Kingdom  of  the  Netherlands 

(no  long-form  name) 
Republic  of  Nicaragua 
Republic  of  Niger 
Federal  Republic  of  Nigeria 
Kingdom  of  Norway 

Sultanate  of  Oman 

Islamic  Republic  of  Pakistan 

Republio  of  Palau 

Republic  of  Panama 

Independent  State  of  Papua  New  Guinea 

Republic  of  Paraguay 

Republic  of  Peru 

Republio  of  the  Philippines 

Republic  of  Poland 

Portuguese  Republic 

state  of  Qatar 

(no  long-form  name) 
Russian  Federation 
Republic  of  Rwanda 

Federation  of  Saint  Kins  and  Nevis 
(no  long-form  name) 

(no  long-form  name) 
Republic  of  San  Marino 
Democratic  Republic  of  Sao  Tome 
and  Principe 
Kingdom  of  Saudi  Arabia 
Republic  of  Senegal 
Republic  of  Seychelles 
Republic  of  Sierra  Leone 
Republic  of  Singapore 
Slovak  Republic 
Republio  of  Slovenia 
(no  long-form  name) 
(no  long-form  name) 
Republic  of  South  Africa 


Kingdom  of  Spain 

Democratic  Socialist  Republic  of  Sri  Lanka 

Republic  of  the  Sudan 


Code1 


Capital 


MI 

Lilongwe 

MY 

Kuala  I/umpw 

MV 

Male 

ML 

Bamako 

MT 

Valletta 

RM 

Majuro 

MR 

Nouakchott 

MP 

Port  Louis 

MX 

Mexico 

PM 

Palikir 

MD 

Ckisinau 

MN 

Monaco 

MG 

Ulaanbaatar 

MO 

Rabat 

MZ 

Maputo 

WA 

Windhoek 

NR 

Yarvn  District  (no  capital  city) 

NP 

Rathmandu 

NL 

Amsterdam 

The  Hague  (seat  of  govt.) 

N2 

Wellington. 

NU 

Managua 

NG 

Nicmury 

NI 

Abuja 

NO 

Oslo 

MU 

Muscat 

PK 

Islamabad 

PS 

Kotot 

PM 

Panama 

PP 

Pari  Moresby 

PA 

Asuncion 

PE 

Lima 

RP 

Manila 

PL 

Warsaw 

PO 

Lisbon 

QA 

Doha 

RO 

Bucharest 

RS 

MoSCOMS 

RW 

Kigali 

SC 

Basseterre 

ST 

Castries 

vc 

Kingstown 

SM 

San  Marino 

TP 

Sao  Tome 

SA 

Riyadh 

8G 

Dakar 

SK 

Virt/irw. 

SL 

Freetown 

SN 

Singapore 

LO 

Bratislava. 

SI 

Ljubljana 

BP 

Honiara 

BO 

Mogadishu 

5F 

Pretoria  (»dmini»tr8tivo) 

Cape  Town  (legislative) 

Bloemfontein  (judiciary) 

SP 

Madrid 

CE 

Colombo 

SU 

Khartoum 

) 


Short-form  name 


Long-form  name 


Code2 


Capital 


161.  Surinamc  *+ 

Republic  of  Surinamc 

NS 

Paramaribo 

162.  Swaziland  *+ 

Kingdom  of  Swaziland 

wz 

Mbabana  (administrative) 
Lobamba  OegisUtive) 

162.  Sweden  •+ 

Kingdom  of  Sweden 

sw 

Stockholm 

164.  Switzerland  ■ 

Swiss  Confederation 

sz 

Bern 

165.  Syria  ♦+ 

Syrian  Arab  Republic 

SY 

Damascus 

166.  Tajikistan  "+ 

Republic  of  Tajikistan 

TI 

Dushanbe 

167.  Tanzania  ■+ 

United  Republic  of  Tanzania 

TZ 

Dor  es  Salaam. 

168-Thailand«+ 

Kingdom  of  Thailand 

TH 

Bangkok 

169.  Togo  •+ 

Republic  of  Togo 

TO 

Lome. 

170.  Tonga  * 

Kingdom  of  Tonga 

TN 

Nukualofa 

171.  Trinidad  and  Tobago  T+ 

Republic  of  Trinidad  and  Tobago 

TD 

Port-of-Spain 

172.  Tunisia  ■+ 

Republic  of  Tunisia 

TS 

Tunis 

173.  Turkey  *+ 

Republio  of  Turkey 

TU 

Ankara 

174.  Turkmenistan  *+ 

(no  long-form  name) 

TX 

Ashgabat 

175.  Tuvalu  * 

(no  long-form  name) 

TV 

Funafuti 

176.  Uganda  "+ 

Republic  of  Uganda 

UG 

Kampala 

177.  Ukraine  *+• 

(no  long-form  name) 

UP 

Kiev 

178.  United  Arab  Emiratea  ¥+ 

United  Arab  Emirates 

TC 

Abu  Dhabi 

179.  United  Kingdom  •+ 

United  Kingdom  of  Great  Britain 

•• .    • 

and  Northern  Ireland 

UK 

London 

180.  United  States  + 

United  States  of  America 

US 

Washington,  DC 

181.  Uruguay  *+ 

Oriental  Republic  of  Uruguay 

UY 

Montevideo 

182.TMu»kiRtnn*+ 

Republic  of  Uzbekistan 

uz 

Tashkent 

183.  Vanuatu  "+ 

Republic  of  Vanuatu 

NH 

PortrViba. 

184.  Venezuela  *+ 

Republic  of  Venezuela 

VE 

Caracas 

185.  Vietnam  + 

Socialist  Republic  of  Vietnam 

VM 

Hanoi 

186.  Western  Samoa  *+ 

Independent  State  of  Western  Samoa 

ws 

Apia 

187,  Yemen  _-r  (see  nota") 

Republic  of  Yemen 

YM 

Sanaa 

188.  Zaire  *+ 

Republic  of  Zaire 

CG 

Kinshasa 

J  89.  Zambia  *+ 

Republio  of  Zambia 

ZA 

Lusaka 

.  190.  Zimbabwe  •+ 

Republic  of  Zimbabwe 

ZI 

Harare 

Other 

■JiiA 


001.  Taiwan  (ace  noLe' ) 


(no  long-form  name) 


TW 


Taipei 


' 


Mn  this  listing,  the  term  'independent  stale"  refers  lo  a  people 
politically  organized  into  a  sovereign  state  with  a  definite  territory 
recognized  as  Independent  by  the  U.S. 

^Federal  Information  Processing  Standards  (F1PS)  10-4  codes. 

'With  the  establishment  of  diplomatic  relations  with  China  on 
January  1, 1979,  the  U.S.  Government  recognized  the  People's 
>  Republic  of  China  as  the  sole  legal  government  of  China  and  acknowl- 
edged the  Chinese  position  that  there  is  enly  one  China  and  that  Taiwan 
is  part  of  China. 


*ln  1950  thQ  Israel  Parliament  proclaimed  Jerusalem  as  ihe  capital. 
The  U.S.,  like  most  other  countries  that  have  embassies  in  Israel, 
maintains  its  embassy  in  Tel  Aviv. 

'The  U.S.  view  is  lhal  the  Socialist  Federal  Republic  of  Yugoslavia 
has  dissolved  and  no  successor  state  represents  its  continuation.  Serbia 
and  Montenegro  have  asserted  the  formation  of  a  joint  independent 
6tate,  but  this  entity  has  not  been  formally  recognized  as  a  state  by  the 
U.S. 

"Claimed  by  both  the  Government  of  the  Peoples  Republic  ot 
China  and  the  authorities  on  Taiwan.  Administered  by  the  authorities  on 
Taiwan,  (see  Note3) 


Dependencies  and  Areas  of  Special  Sovereignty 


# 


Short-form  name 

Long-form  name 

Sovereignty 

Code' 

Capital 

01.  American  Samoa 

Territory  of  American  Samoa 

United  StateB 

AQ 

Pago  Pago 

02.  Anguilla 

(no  long-form  name) 

United  Kingdom 

AV 

The  Valley 

03.  Antarctica 

(no  long-form  name) 

None" 

AY 

None 

04.  Aruba 

(no  long-form  name) 

Netherlands 

AA 

Oraniestad 

05.  Ashmorc  i»nd 

Territory  of  Ashmore  and 

Cartier  Islands 

Cartler  Islands 

Australia 

AT 

Adm.in.fr.  Cn.nherr a. 

06.  Baker  Island 

(no  long-form  name) 

United  Elates 

FQ 

Adrn.in.fr.  Wash.  DC 

07.  Bermuda 

(no  long-form  name) 

United  Kingdom 

BD 

Hamilton 

08.  Bouvet  Island 

(no  long-form  name) 

Norway 

BV 

Admin,  fr.  Oslo 

00.  British  Indion  Ocean 

British  Indian  Ocean  Territory 

Unitad  Kingdom 

10 

None 

Territory3 

10.  Cayman  lalanda 

(no  long-form  name) 

United  Kingdom 

CJ 

George  Tenon 

11.  Christmas  Island 

Territory  of  Christmas  Ialund 

Australia 

KT 

The  Settlement 
(Flying  Fish  Cava) 

12.  CUpperton  Island 

(no  long-form  name) 

Prance 

IP 

Admin.fr.  Fr.  Polynesia 

IS.  Cnnoe  (Keeling)  Islands 

Territory  of  Cooos  (Keeling)  Islands 

Australia 

CK 

Wait  Inland 

14.  Cock  Islands 

(no  long-form  name) 

New  Tftaland 

cw 

Avarua 

15.  Coral  Sea  Islands 

Coral  Sea  Islands  Territory 

Australia 

CR 

Adm.in.fr.  Canberra 

16.  Falkland  Islands 

Colony  of  tha  Falkland  Islands 

United  Kingdom* 

FK 

Stanley 

CLalaa  Mulvinas) 

17.  Faroe  Islands 

(no  long-form  name) 

Denmark 

FO 

Tor&kavn 

18.  French  Guiana 

Department  of  Culana 

Prance 

FG 

Cayenne 

19.  French  Polynesia 

Territory  of  French  Polynesia 

France 

FP 

Pa.pce.ts. 

20.  French  Southern  and 

Territory  of  the  French  Southern 

Franca 

FS 

Admin.fr.  Paris 

Antarctic  Lands* 

and  Antarctic  Lands 

21.  Gibraltar 

(no  long-form  name) 

United  Kingdom 

CI 

Gibraltar 

22.  Greenland 

(no  long-form  name) 

Denmark 

GL 

NuvJc  (Godthab) 

28.  Guadeloupe  * 

Department  of  Guadeloupe 

Franca 

GP 

Basse-Terre 

24.  Guam 

Territory  of  Guam 

United  Stnteo 

GQ 

Agana 

25.Grcmsey 

Bailiwick  of  Guernsey 

British  Crown  Dep. 

GK 

Saint  P«t*r  Port 

26.  Heard  Island  and 

Territory  of  Heard  Island  and 

Australia 

HM 

Admin. fr.  Canberra 

McDonald  Islands 

McDonald  Islands 

27.  Hong  Kong 

(no  long-form  nanra) 

United  Kingdom1 

HK 

Victoria 

28.  Rowland  Island 

(no  long-form  name) 

United  States 

HQ 

Admin,  fr.  Wash.  DC 

29.  Jan  May  en 

(no  long-form  name) 

Norway 

JN 

Admin,  fr.  Oslo' 

30.  Jarvia  Island 

(no  long-form  name) 

United  States 

DQ 

Admin.fr.  Wash.  DC 

31.  Jersey 

Bailiwick  of  Jersey 

British  Crown  Dep. 

JE 

Saint  Helixr 

32.  Johnaton  Atoll 

(no  long-form  name) 

United  States 

JQ 

Admiii.fr.  Wash  DC 

33.  Kingman  Reef 

(no  long-form  name) 

UniUid  Stales 

KQ 

Admin.fr.  Wash.  DC 

34.  Macau 

(no  long-form  name) 

Portugal* 

MC 

Macau 

35.  Man,  We  of 

(no  long-form  name) 

British  Crown  Dep. 

IM 

Douglas 

36.  Martinique 

Department  of  Martinique 

France 

MB 

Fort-de- France 

87.  Mayotte 

Territorial  Collectivity  of  Mayotte 

Franc* 

MF 

Mamoutzau 

38.  Midway  Islands 

(no  long-form  name) 

United  State  a 

MQ 

Admin.fr.  Wash.  DC 

39,  Montserrai 

(no  long-form  name) 

United  Kingdom 

MH 

Plymtruth 

40.  Navaaaa  Island 

(no  long-form  name) 

United  States 

BQ 

Admin.fr.  Wank  DC 

41.  Netherlands  Antilles  « 

(no  long-form  name) 

Netherlands 

NT 

WiLLsmzlad 

42.  New  Caledonia 

Territory  of  New  Caledonia  and 
Dependencies 

France 

NC 

Noumea 

43.  Niufl 

(no  long-form  name) 

New  Zealand 

NE 

Alofi 

44.  Norfolk  Island 

Territory  of  Norfolk  Island 

Australia 

NF 

Kingston 

46.  Northern  Mariana  Ialanda  Commonwealth  of  the  Northern 

United  Stated 

CQ 

Saipan 

Mariana  Islands 

46.  Palmyra  Atoll 

(no  long-form  name) 

United  States 

LQ 

Admin.fr.  Wash.  DC 

47.  Paracel  Island  a 

(no  long-form  name) 

undetermined  " 

PF 

None 

48.  Pitcairn  Islands 

Pitcalm,  Henderson,  Dude, 
and  Ocno  Islands 

United  Kingdom 

PC 

Adams-town 

49.  Puerto  Rico 

Commonwealth  of  Puerto  Rico 

United  Slates 
5 

RQ 

San  Juan 

Short-form  name 

50.  Reunion JI 

5L  Saint  Helena1' 

52.  Saint  Pierre  and  Mi  quel  on 

68.  South  Georgia  and  the 

South  Sandwich  iBlandft 
54.  Spratly  Islands 
55-  Svalbard 


Long-form  name 

Department  of  Reunion 

(no  long-form  name) 
Territorial  Collectivity  of 

Saint  Pierre  and  Mlquelon 
South  Georgia  and 

the  South  Sandwich  Islands 
(no  long-form  name) 
(no  long-form  nome) 


56.  Tokelau  (no  Jong-form  name) 

57.  Torks  and  Caicoa  Islands    (no  long-form  name) 


58.  Virgin  Islands 

59.  Virgin  Islands,  British 

60.  Waka  Island 

61.  Walli8  and  Futuna 

62.  Western  Sahara 


Virgin  Islands  of  the  United  Suites 
(no  long-form  name) 

(no  long-form  name) 
Territory  of  the  Wullis  and 
Futuna  Islands 

(no  long.form  name) 


Sovereignty 

Coda1 

Capital 

France 

RE 

Sainl-Dmitt 

United  Kingdom 
France 

SH 
SB 

JumesLuwn 
Saint-  Piorro 

United  Kingdom4 

SX 

None 

undetermined" 
Norway 

PG 
BV 

None 
Longyooriiyen 

New  Zealand 
United  Kingdom 

TL 
TK 

None 
Grand  Turk 

United  States 
Unitod  Kingdom 

VQ 
VI 

CharloUe  AmaliB 
Road  Tovm 

United  States 
France 

WQ 

WF 

Adnniti.fr.  Waith.  DC 

undetermined 

Wl 

None 

:,>H 


'Federal  Information  Processing  Standards  (FIPS)  10-4  codes. 

zAntardica  consists  of  thQ  territory  south  of  60  degrees  couth 
latitude.  This  area  includes  daims  by  Argentina,  Australia,  Chile, 
France,  New  Zealand,  Norway,  and  the  United  Kingdom,  the  legal  status 
of  which  remains  in  suspense  under  the  terms  of  the  Antarctic  Treaty  of 
1959.  The  United  States  recognizes  no  daims  to  Antarctica. 

^hagos  Archipelago  (including  Diego  Garcia). 

*Also  claimed  by  Argentina. 

'"French  Southern  and  Antarctic  Lands"  includes  lie  Amsterdam,  lie 
Saint-Paul,  lies  Crozet,  and  lies  Kerguelen  In  the  southern  Indian 
Ocean,  along  with  the  Frcnoh-daimed  sector  of  Antarctica,  Terre 
Adelie."  The  United  States  does  not  recognize  the  French  claim  to 
•Terre  Adelie"  (see  Note2). 

The  Department  of  Guadeloupe  includes  the  nearby  islands  of 
Marie-Galante  and  la  Desirade  and  lies  des  Saintos,  as  well  as  Saint 
Banhelemy  and  the  northern  three-fifths  of  Saint  Martin  (the  rest  of 
which  belongs  to  Netherlands  Antilles). 

7Under  a  Sino-British  dedaration  of  September  1964,  Hong  Kong 
will  revert  to  China  on  July  1 ,  1997,  the  expiration  of  the  U.K."s  99-ye6r 
lease  on  the  New  Territories. 


•Administered  from  Oslo,  Norway,  through  a  governor  resident  in 
Langyearbyan,  Svalbard, 

♦Under  a  Sino-Porluguese  dedaration  of  April  1987,  Macau  will 
revert  to  China  on  December  20,  1999. 

"Netherlands  Antilles  comprises  two  groupings  of  islands:  Curacao 
and  Bonairo  arc  located  off  the  coast  of  Venezuela;  Saba,  SInt 
Eustatius,  and  Sint  Maarten  (the  Dutch  two-fifths  of  the  island  of  Saint 
Martin)  lie  800  km  to  the  north. 

"South  China  Sea  islands  occupied  by  China  but  claimed  by 
Vietnam. 

"Bassas  da  India  (BS),  Europa  Island  (EU),  Glorioso  Islands  (Gf 
Juan  de  Nova  Island  (JU).  and  Tromefin  Island  (TE)  aro  controlled  by 
France  and  are  administered  from  Reunion.  (These  Islands  are.  elelmeo 
by  Madagascar;  Tromelin  Island  is  also  daimed  by  Mauritius  and 
Seychelles). 

MThe  territory  of  Saint  Helena  includes  the  Island  group  of  Tristan 
da  Cunha;  Saint  Helena  also  administers  Ascension  Island. 

"South  China  Sea  islands  claimed  In  entirety  by  China  and  Vietnam 
and  in  part  by  the  Philippines  and  Malaysia;  each  of  these  states 
occupies  some  part  of  the  islands.  ■ 


The  Independent  Slates  in  the  Warfd  list  and  the  Dependencies  and  Areas  of  Special 
Sovereignty  list  are  now  available  on  the  Department  of  State  Foreign  Affairs  Network 
(DOSFAN)  on  the  Internet  and  are  accessible  in  the  following  ways; 

1.  GOPHER:  dosfan.lib.uic.edu 

2.  UNIVERSAL  RESOURCE  LOCATOR  (URL):  gopher://dosran.lib.uic.edu/ 

3.  WORLD  WIDE  WEB  (WWW):  hnp-y/dosfan.lib.uic.edu/dosfan.htrnl 

Please  select  the  menu  item  "General  Foreign  Policy"  under  which  you  will  find  entries  for 
"Independent  States  in  the  World"  and  "Dependendes  and  Areas  of  Spedal  Sovereignty." 
The  lists  are  also  accessible  through  the  Department  of  State,  Bureau  of  Public  Affairs' 
Fax-on-Demand  system.  For  access  information  call  (202)  736-7720.  Q 
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COMMISSIONER  .    artftQ 

UHN  THE  MATTER  OF  COMMERCE  BANCSHARES  CORP. 
PETITION  TO  ACQUIRE  THE  CAPITAL  STOCK  OF 
COMMERCE  BANK  &  TRUST  COMPANY,  WORCESTER,  MASSACHUSETTS 


Commerce  Bank  &  Trust  Company  (the  "Bank"),  Worcester,  Massachusetts,  a  state- 
chartered  trust  company  and  Commerce  Bancshares  Corp.  (the  "Petitioner"),  a  recently  organized 
Massachusetts  corporation  with  its  main  office  at  386  Main  Street,  Worcester,  Massachusetts, 
have  filed  with  the  Division  of  Banks  (the  "Division")  for  approval  of  a  Plan  of  Reorganization  and 
Acquisition  (the  "Plan")  dated  as  of  May  8,  1 996.  Under  the  terms  of  said  Plan,  the  Petitioner  will 
acquire  all  of  the  issued  and  outstanding  shares  of  the  Bank's  common  stock,  other  than  shares 
held  by  stockholders  asserting  dissenters'  rights,  in  exchange  for  shares  of  the  Petitioner's 
common  stock  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  1 72,  section 
26B.  The  Bank  will  then  become  a  wholly  owned  subsidiary  of  the  Petitioner  as  a  result  of  this 
corporate  reorganization. 

In  accordance  with  the  provisions  of  said  section  26B,  the  Petitioner  and  the  Bank  have 
submitted  the  requisite  certificates  of  approval  by  their  respective  authorized  officers.  -Notices 
have  been  given  to  stockholders  of  fn&Bfank  artb  to  th'efpubtic.  The  deadline  for  filing  comments 

r/  CM, si,        ■         '■»■      J  j 

has  passed.  Consequently,  the  Pla*h  has  been  coMsi^ere^fof^nformity  with  the  cited  statutory 
provisions. 


With  reference  to  this  petition,  no  bank  expansion  in  the  form  of  either  a  merger  or 
muitibank  holding  company  acquisition  is  involved,  thus  bank  competition  will  not  be  adversely 
affected  by  approval  of  the  proposed  transaction.  According  to  information  provided  in  the 
application,  the  Bank's  services  will  not  be  affected  as  a  result  of  this  acquisition.  The  Petitioner 
believes  that  a  holding  company  structure  will  provide  flexibility  for  meeting  the  future  financial 
needs  of  the  Bank  or  other  subsidiaries  of  the  Petitioner  and  for  responding  to  competitive 
conditions  in  the  financial  services  industry.  Upon  review,  the  Bank  was  found  to  have  a 
"Satisfactory"  rating  in  the  most  recent  examination  of  its  performance  under  the  Community 
Reinvestment  Act.  Therefore,  public  convenience  and  advantage  considerations  support 
approval  of  this  petition.  The  Division's  economic  and  financial  reviews  were  also  found  to  weigh 
in  favor  of  this  application. 

Therefore,  based  upon  the  review  of  the  record  of  this  application  and  a  determination 

that  the  provisions  of  said  section  26B  have  been  met,  approval  is  hereby  granted  for  the 

Petitioner's  acquisition  of  the  Bank  through  this  reorganization,  subject  to  the  following 

provisions: 

1 .         After  the  completion  of  the  reorganization  of  the  Bank  into  the  holding  company 
structure  the  following  investments  and  activities  shall  be  authorized: 

(a)  Commerce  Bancshares  Corp.  may  engage  directly  or  indirectly  in  only 
such  activities  as  are  now  or  may  hereafter  be  proper  activities  for  bank 
holding  companies  registered  under  the  Federal  Bank  Holding  Company 
Act  of  1956,  as  amended; 

(b)  the  Bank  may  engage  in  any  investment  or  activity  which  the  Bank  may 
from  time  to  time  engage  in  as  a  Massachusetts-chartered  Jrust  company; 
and 

(c)  Commerce  Bancshares  Corp.  and  the  Bank  may  engage  in  any  other 
investment  or  activity  hereafter  authorized  by  the  Commissioner  of  Banks 
under  applicable  law. 


-3- 


Commencing  with  the  effective  date  of  the  acquisition,  the  Division's  minimum 
capital  requirements  for  the  Bank  and  Commerce  Bancshares  Corp.  are  as 
follows: 


(a)  the  Bank's  Tier  I  leverage  capital  ratio  must  equal  or  exceed  4%,  or  any 
such  higher  amount  as  specified  within  any  formal  or  informal  regulatory 
action  document  required  by  the  Division,  the  Federal  Deposit  Insurance 
Corporation  or  the  Federal  Reserve,  based  upon  the  Bank's  most  recent 
Federal  Deposit  Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital  and  assets  shall  be 
calculated  in  accordance  with  1 2  CFR  Part  325; 

(b)  Commerce  Bancshares  Corp.'s  consolidated  Tier  1  leverage  capital  ratio 
must  equal  or  exceed  4%  or  any  such  higher  amount  as  specified  within 
any  formal  or  informal  regulatory  action  document  required  by  the  Division, 
the  Federal  Deposit  Insurance  Corporation  or  the  Federal  Reserve,  based 
upon  its  most  recent  call  report  or  any  amendment  thereto  as  reported  to 
the  federal  or  state  authority;  and 

(c)  if  the  minimum  capital  ratios  fall  or  would  fall  below  those  stated  in  clauses 
(a)  and  (b),  the  Commissioner  may  impose  further  conditions  or 
restrictions  on  the  payment  of  dividends.  There  will  be  no  dividend 
restrictions  other  than  those  found  in  Massachusetts  General  Laws  chapter 
172,  section  28,  so  long  as  the  minimum  capital  ratios  set  out  herein  are 
maintained. 


This  acquisition  shall  conform  with  and  become  effective  in  accordance  with  the 
provisions  of  Section  2  of  the  Plan  of  Reorganization  and  Acquisition. 
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